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ARMENIA 


Economic Revival Spurs Restart Plans for AES 


944K0749A Moscow NEZAVISIMAYA GAZETA 
in Russian 16 Feb 94 p 3 


{Article by Armen Khanbabyan: “AES Will Resume 
Operations—But an Alternative Is Still Being Sought’”’} 


[Text] A few days ago the Armenian state statistical 
administration published the data on the results of 
national industry operations for 1993. And some amazing 
things came to light. Despite the cutbacks in the volume of 
power engineering that brought its output to one-third of 
the 1992 level, industrial decline has been halted, and in 
some sectors—for instance, radioelectronics—there was 
even a perceptible upturn. VPK [Military-Industrial Com- 
plex] enterprises undergoing conversion did especially 
well; overall, | percent more of output was produced in 
1993 than in 1992. The trend toward stabilization and 
growth continued in the current January as well. 


The government maintains that this success is the result 
of a correct economic policy, the beginning of structural 
restructuring, and the change of the import-export ratio 
in favor of the latter. And most importantly, in the 
opinion of the Council of Ministers, this is the result of 
calculated and judicious use of scarce fuel and power 
resources. Everybody in Armenia, however, also knows 
quite well that in most cases enterprises are able to 
operate because they have a priority with respect to 
power supply at the expense of cutting back the con- 
sumption for social and household needs. For instance, 
this winter electric power for household needs was 
available for no more than three hours a day, and lately 
even that has been cut down to one hour. 


This is why the government’s intention to resume opera- 
tions at the Armenian AES [nuclear electric power station], 
which was shut down immediately after the 1988 earth- 
quake, today meet with practically no protestations. True, 
the AES has a lot of opposition outside the country. Both 
Tbilisi and Ankara are less than happy about the idea of its 
resurrection. The objections are mostly ecology-related. In 
Washington and other Western capitals there is less con- 
cern about the environmental health in the region; they, on 
the other hand, do not hide concerns that resumption of 
AES operations, which will produce spent nuclear fuel, 
may allow Armenia to start working on creating its own 
weapons of mass destruction. Moscow also has always 
entertained some suspicions of this kind. This may be the 
reason why all of Yerevan’s pleas for credits for the 
station’s restoration went unheeded. 


The issue was suddenly resolved in an unexpected way. 
While on an official visit to London last week, President 
Levon Ter-Petrosyan announced that Russia and 
Armenia will soon sign an agreement on creating a joint 
Armenian-Russian enterprise on the base of the AES. 
Thus, it was made clear to the West that it should not 
fear potential “nuclear ambitions” on the part of Yere- 
van: the station’s operation will be under the control of 
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one of the great powers which, of course, will never allow 
the AES to be used for military purposes. This already 
makes possible the prospect of receiving targeted credits 
from the West for development of the fuels and power 
sector. Meanwhile, Russia will undertake the main 
burden of financing AES restoration work. This should 
make it possible to restart one of the station’s generators 
as early as the end of this year and to produce an 
additional 400 megawatts of electric power. One half, of 
course, will belong to the Russian side, and this factor 
will reinforce even more Yerevan’s traditional economic 
and political dependence on Moscow, which literally will 
gain the ability to turn on and off the light in the 
Armenian population’s apartments. In addition, transfer 
of electricity from Armenia to Russia is not economi- 
cally effective because of the great distances. Therefore a 
piquant situation may arise whereby Russia will be 
selling electric power produced in Armenia to neigh- 
boring countries, with which Armenia at this point has 
strained relations, to put it mildly—to Turkey or even 


The upcoming restart of the station is in every respect a 
forced step. The AES is situated in a troublesome area 
and may at any moment become the subject of a military 
attack. Therefore, Armenia is working on a parallel track 
searching for alternative solutions in finding reliable 
sources of energy for the country. In April, prospecting 
drilling probably will finally begin in Ararat Valley, 
where there are assumed oil and gas deposits. A program 
of building a score of medium- and small-capacity 
hydroelectric stations is in the development stage. In the 
production sphere the priority is given to energy-saving 
technologies. Certain hopes are also pinned on the plans 
for building a new major gas pipeline between Iran and 
West Europe. 


In any event, implementa*‘on of even a part of these 
plans and projects will require considerable resources 
which Armenia today does not have. The restart of the 
AES will allow, however, achievement of a qualitative 
improvement in national industry operations and will 
seriously expand the republic’s export potential. Another 
thing is clear as well: the soonest possible restoration of 
the AES, with all attendant costs, is necessary in order to 
create future conditions that will allow it to shut down 
again as soon as possible—this time, hopefully, for good. 


AZERBAIJAN 


Elchibey Meets Political Groups; Appeals to 
Russia, U.S. for Stability 


944K0782A Baku AZADLYG in Azeri 12 Jan 94 p I 


[Unattributed report: “Although He Is Far From The 
Capital, He Is Not Outside Politics”} 


[Text] Last week Ebulfez Elchibey received representa- 
tives of the intelligentsia from the villages of Ustupu, 
Dyrnyz, Dize, Tivi and Bilev in Ordubad Rayon, repre- 
sentatives from the APF [Azerbaijan People’s Front] and 
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the Society for the Defense of Women’s Rights from 
Baku, and members of initiative groups from the 
Ordubad Youth C . ganization. At the meeting the crisis 
situation which has been created in the republic was 
discussed. Elchibey answered their questions and hig*- 
lighted his observations on a way out. 


A group of Azeri students being educated in Turkey 
came to meet with Elchibey and congratulate him on the 
holiday. E. Elchibey, as chairman of the APF was also 
engaged in questions of further perfecting the central 
apparatus and cadre changes. At present, he is working 
on a proposal for a new structure of the APF. 


E. Elchibey sent a letter to the presidents of the USA and 
Russia during their meeting in Moscow and appealed to 
them to not stint in their efforts to establish stability in 
the Transcaucasian region. 


On the occasion of the Day of Solidarity of World Azeris 
on 31 December, congratulatory telegrams were sent to 
Elchibey from the USA, Turkey, Cyprus, as well as from 
Baku, Sumgait and other rayons of the country. Elchibey 
expressed his thanks to all of them. 


Elchibey also congratulated Strobe Ta!bott on the occa- 
sion of his being named Deputy Secretary of State. 


’s Front Urges Government Not To Fragment 
Nation 
944K0782B Baku AZADLYG in Azeri 12 Jan 94 p 1 


[Appeal from Azerbaijan People’s Front: “APF Calls On 
Government To Refrain From Strengthening The Frag- 
mentation Within The Nation ”] 


[Text] The Azerbaijan People’s Front [APF] has issued a 
statement in connection with the strengthening of the 
campaign by ruling circles against the APF and other 
opposition forces. The text of the statement is below: 


“Recently, attacks against the APF and opposition forces 
in state information organs and statements of representa- 
tives of the ruling circle have become even stronger. The 
accusation is being spread that the political opposition is 
disturbed by successes gained by Azerbaijan’s army on the 
front and about barriers standing before the successful 
course of military operations. [passage illegible] 


“Even during the empire the APF, which was the first 
organization to rise to the struggle for Azerbaijan’s 
independence and its territorial integrity, and which 
gave thousands from its ranks as martyrs in the struggle 
for Karabakh, emphatically rejects these accusations. At 
a time when a great portion of our soil is still under 
enemy control these accusations are the manifestation of 
a devious and malicious policy to creat: dissension in 
the ranks of the opposition within the nation and efforts 
to deal a new blow to our national unity under a 
situation when our territorial integrity is being violated. 


“There have been times of great success and times of 
crisis in the history of the APF. But always and at all 
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times patriotism, the Fatherland and the interests of the 
people have been and are our most important principles. 
The relationship of the APF to the present foreign and 
domestic policies advanced by the ruling circles is well 
known. At the same time, from the time of the further 
strengthening of attacks by the occupier-Armenians and 
the broadening of military operations on the front as a 
consequence of this, the APF has supported all measures 
for the sake of maintaining stability within the country. 
[passage illegible]...Despite the cessation of the publica- 
tion of some channels of information, no sharp articles 
have been permitted. 


[Passage illegible]...“‘although it remains questionable as 
to what these great military successes consist of, the 
Organization is using all its possibilities and influence to 
verify these victories, and has directed the efforts of its 
members in this way. 


“But at the same time, we also see efforts to blame every 
possible failure and all sins on the opposition, primarily 
the APF, and to direct public opinion along this line. At 
this responsible moment, the Azerbaijan People’s Front 
appeals to the ruling circles of the republic to refrain from 
the dangerous path of strengthening the fragmentation 
within the nation during the fourth anniversary of 20 
January which was a serious tragedy for our people and to 
call on the population not to listen to provocations.” 


Opposition Parties Seek Cooperation on 
Information, Press 


944K0782C Baku AZADLYG in Azeri 15 Jan 94 p 1 


[Unattributed report: “New Stage of Interparty 
Cooperation’”’] 


[Text] In the central offices of the Azerbaijan People’s 
Front [APF] a meeting was held between leaders of the 
information operations of the APF, the Musavat, the Milli 
Istiglal [National Independence] and the “Yurddash” 
[Compatriot] parties. At the meeting, discussions on 
defining the principles of exchange of information and 
cooperation were discussed. It was noted that there was a 
great need for the constant exchange of accurate informa- 
tion due to the frequent distortion of information on 
resolutions passed and work done at the regular meetings 
of these organizations. Agreement was attained on this and 
measures for quickly completing the technical preparatory 
work have been defined. 


The situation created in connection with the stoppage of 
publication of the press organs of a number of parties 
and independent newspapers was also discussed at the 
meeting. An appeal was dispatched to the National 
Assembly and international organizations. 


At the meeting the question was also raised about 
creating the opportunity for the newspapers that have 
stopped printing to speak out in the party organs which 
continue to publish. 
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Opposition Issues Appeal on Government Press 
Restrictions 


944K0782D Baku AZADLYG in Azeri 18 Jan 94 p 2 


[Unattributed report: “Artificial Obstacles Before 
Opposition Newspapers’’] 


[Text] At the 13 January meeting of press and informa- 
tion service leaders of a number of party and public 
political organizations active in the republic, an appeal 
was sent to the National Assembly and the Permanent 
Representative of Azerbaijan at the UN. In is stated in 
the appeal: “After a decree was issued on 6 December 
1993 on the application of military censorship in con- 
nection with the wartime conditions, political censorship 
was also reinforced. Recently the printing of newspapers 
was stopped under the pretext that they were obligated to 
do so. Printing permits were not issued to some newspa- 
pers to meet this obligation. We believe you will aid us in 
eliminating artificial obstacles which have been thrown 
in the way of the publication of opposition newspapers.” 


Emigration from Iranian Azerbaijan to Azerbaijan 
Viewed 


944K0782E Baku AZADLYG in Azeri 20 Jan 94 p 3 


[Article by Babek Bekir: “Emigration From [Iranian] 
Azerbaijan To Azerbaijan; the Dust of This Caravan Still 
Has Not Settled’’] 


[Text] Emigration from [Iranian] Azerbaijan basically 
took place in the time period following the fall of the 
Azerbaijan Democratic Republic [ADR]. The refugees 
came to Azerbaijan in earlier times and are still coming. 
They did not always expect that a good destiny awaited 
them in Azerbaijan...But, about this a bit later. 


The majority of people coming to Azerbaijan have been 
“southerners” —Iranian Azeris. Iranian refugees came to 
Azerbaijan even during the time of Tsarist Russia. They 
were basically dissatisfied with the political situation in 
Iran, they were participants in the national liberation 
struggle and the unemployed who wished to earn money 
to buy a piece of bread. These emigrants functioned 
freely on the territory of Tsarist Russia and did what 
they wished. No matter that the interests of Tsarist 
Russia in Azerbaijan coincided with the interests of 
neighboring Iran, the Tsarist government was unable to 
send the refugees back, or return them to their own 
homeland. Even ther domestic opinion was taken into 
consideration. 


Later, during the period of Soviet Russia, even newer 
armies of refugees began to come to Azerbaijan from 
Iran. These, basically, did not accept the rule of Reza 
Shah and were national freedom fighters, headed by 
Heydar Emioghlu. At first, the Soviet state met them 
with great sympathy. But a few years later, Mirjefer 
Baghyrov, at Stalin’s order, imprisoned these refugees as 
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“doubtful persons,” and returned them to Iran where 
some were hanged and some exiled to Iran's southern 
provinces. 


After the §. Pishevari movement a number of members 
of the Azerbaijan Democratic Party tried to emigrate 
from Iran to Azerbaijan. At the last moment, the emigres 
met with automobile accidents, were shot, or exiled. All 
of this happened on the territory of the USSR. 


The number of refugees did not diminish even after the 
victory of the Islamic revolution in Iran. On the con- 
trary, they significantly increased. In the period after the 
revolution, the fate of the refugees coming to Azerbaijan 
was somewhat different. Only a few of these refugees, 
those who were dissatisfied with the political situation in 
the USSR, went back to Iran. (Employees of the KGB 
put them back over the border to Iran.) The Soviet state 
gave some of them visas and they set forth for the West. 
As for most of the refugees, normal conditions were 
established for them. In some places of residence, addi- 
tional amenities were given to these refugees. The last 
emigre wave from Iran took place during the Elchibey 
presidency. At this time some of the refugees came with 
the desire to live in democratic, independent Azerbaijan, 
and others, simply, because their security was not guar- 
anteed in Iran. And in high circles in Azerbaijan granting 
them citizenship was even discussed...[passage illegible} 


In our opinion, if such a step were taken, it could create 
very unpleasant consequences for us. There is a notion in 
the West that the Azerbaijan Republic has little concern 
for the Helsinki Convention and UN resolutions. 
According to UN resolutions every individual has the 
right to live in the country of his choice and the ruling 
powers of each country are obligated to create normal 
conditions for the refugees. 


But, at the same time, peoples of our neighbor country 
have negative feelings toward Azerbaijan, and the faith 
of the democratic forces and the national liberation 
movement of Iran in independent Azerbaijan is being 
shak. :. 


And finally, ties between Northern and Southern 
Azerbaijan could weaken. 


Factors Inflrencing War Policy Surveyed 
944K0782F Baku AZADLYG in Azeri 22 Jan 94 p 5 


[Article by Huseynbaba Selimov: “The War, The 
Authorities, The Opposition And... The Public”) 


[Text] A question often heard from our readers and 
acquaintance is: “Could recent operations at the front 
mark an important turning point in the war?” Some- 
times conditions demand that certain questions remain 
unanswered but, unfortunately, Azerbaijan’s public, 
which is used to viewing all questions from the point of 
view of relations between the rulers and the opposition 
views silence itself from the same point of view... 











We said above that sometimes conditions demand that 
some questions remain unanswered. Why? 


First, because a word written or an idea addressed to a 
wide audience creates a definite opinion and a certain 
behavior as a consequence of this. 


On one hand, the situation in the world is now such that 
to boast of strength is inappropriate, and advertisement 
or publicity of such efiorts can only harm Azerbaijan; for 
more than five years the Armenians have attacked, taken 
new territories, driven hundreds of thousands of people 
from their lands and homes and made them refugees, 
and during these same five years the Armenians have 
turned to the world and said: “Help us, they are 
destroying us!” There is no need to transfer some posi- 
tive qualities special to our nation (faithfulness, pride, 
etc.) to politics because the behavioral rules of pol'tics 
are different... 


They say that the triangle is the most perfect, strongest 
figure. It is certain that politics resting on three points 
will also be strong and that from this point of view one 
must also view politics from its three points and deter- 
mine if its “strength coefficient” is adequate. If one of 
these points is the ruling group, then the other two are 
the opposition and the public. Let us begin with the 
public... 


1, What Does The Public Say? 


In order to get an idea of this it is sufficient to examine 
the results of a poll conducted in the last months of 1993. 


Eighty-three percent of those queried demanded that no 
status be given the Armenians in Nagorno-Karabakh, 
and 12.4 percent mentioned the possibility of being 
satisfied with cultural autonomy. 


In resolving the problem, 35.2 percent preferred a mili- 
tary solution, 47.6 percent a military-political solution, 
and just 11.2 percent saw the way out through talks. 


It is natural that public opinion is not stable and that 
these numbers could change by going up or down. But 
the result is in front of our eyes: the feeling of no 
reconciliation is strong among our people and this 
feeling can be further strengthened through military 
operations. The ruling circles must take this factor into 
consideration in their policy. 


2. The Opposition Is Not Impeded... 


We are not going to engage in classifying the opposition 
in Azerbaijan, but a cursory view of the political forces in 
Azerbaijan brings out an interesting detail: there is a lack 
of proportion between relations to the opposition forces 
and their “security coefficient.” 


Essentially, traditional forces or, more correctly, forces 
which the ruling circle considers to be in opposition to 
them, do not make up the opposition of today. Leaders 
of opposition political forces have often said that they 
have organized their activities within the framework of 
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the constitution and democratic principles, and have 
stated that they are taking Azerbaijan's military-political 
situation into consideration. The opposition today is 
only engaged in healthy criticism; as for the ruling 
circles, they must make the effort to make use of this 
criticism. The opposition cannot not accept a short- 
coming of its own: a policy advanced on questions of war 
(in general, policy) must not be based on “temporary 
advances” hut must advance a future-based policy by 
turiing these into lon” -term, durable results. 


3. Finally, The Government... 


It is impossible to advance a policy on wartime issues 
without clarifying the Armenian military-political doc- 
trine (with regard to Azerbaijan). What goals are the 
Armenians keeping to in enlarging and widening its 
geography? 


One: The Armenian side understands well that talks will 
only be profitable and useful for their side by controlling 
an ever larger territory and they are expanding the 
geography of the conflict with this goal; they are trying to 
expand not only outside the borders of Nagorno- 
Karabakh, but of Karabakh as a whole, and, by this, gain 
“territories which could be compromised” in future 
talks; they also wish to build a security zone around 
Nagorno-Karabakh. Azerbaijan must not forget this side 
of the issue and try to guarantee a “useful geography” for 
the talks. 


Second: it is clear to everyone that Armenia is not only 
engaged in its own goals but also in realizing Russia's 
geopolitical plans. At one time many doubted that the 
Armenians would advance in the direction of Azerbai- 
jan’s southern borders and used the Iran factor as an 
argument. But the recent development of events has 
shown that the Armenians did advance toward the 
southern borders and met with no opposition. In our 
opinion, there is a reason for this: a situation had to be 
created wherein Azerbaijan stood before a dilemma. 
This dilemma consisted of to whom to give “control” 
over the southern borders: “Armenia” or Russia? From 
this point of view, although our military efforts have not 
been cuntradicted by definite “advances” in our rela- 
tions with Russia, it is difficult to speak of real results. 


Azerbaijan was forced to define its own “security space.” 
It became a member of the CIS. And perhaps it is a result 
of this that Azerbaijan’s name (or the Transcaucasus, 
since Georgia is also a member of the CIS) is not 
mentioned in the talks between two superstates—the 
talks are more about regions that have remained outside 
of “security zones” such as the Baltic and Eastern 
Europe. We have selected our own destiny...Now one 
road remains: making use of contradictions within the 
CIS and, with this objective, broadening some bilateral 
relations. 


Third. It was claimed at one time in Armenian propa- 
ganda that the Armenian community in our republic did 
not have the guarantees to “survive” in a totalitarian 
Azerbaijani state. Thus, the fact that Azerbaijan’s name 
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was listed among countries where freedom of speech was 
limited, ‘:uman rights, etc., were violated could pose an 
obstacle to Azerbaijan’s war policy. Unity between the 
ruling party and the opposition on the war issue has 
exceptional importance, and it is even necessary to 
proclaim and advertise this unity. Thus, it should refrain 
from accusations against the opposition: it could be that 
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an irreconcilable relationship against opposition forces 
gives a certain effect domestically (even if this were the 
case, it would be impossible to attain longterm stability 
in this way), but from outside, from abroad, a polarized 
Azerbaijan as a political union lacks esteem; on the 
contrary, our “near abroad” can use this kind of 
polarization skillfully. 
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ECONOMIC AND SOCIAL AFFAIRS 


Chernomyrdin’s 4 March Report to Government 


PM0703145094 Moscow ROSSIYSKAYA GAZETA 
in Russian 5 Mar 94 First Edition pp 1, 3 


[Report by Premier V.S. Chernomyrdin at enlarged session 
of Russian Federation Government 4 March 1993: “The 
Government Intends To Abide by Its Program No Matter 
How Difficult It May Be”’] 


{Text} 
Esteemed President, 
Esteemed participants in the government session! 


This is our first meeting in this composition in the new 
year, 1994. However, I want to stress in particular that 
the Russian Government, which is meeting today in an 
enlarged session with the participation of leaders of the 
regions and deputies of the Federal Assembly, is not a 
new state organ born in January this year. It is the same 
pro-reform cabinet which, together with the president 
and under his direct leadership, has carried out and is 
continuing to carry out the qualitative transformation of 
the country’s economy. 


The main directions of this multifaceted work have been 
determined in the Message of the President of Russia to 
the Federal Assembly and in effect to all Russians. The 
government fully supports the aim set out in the Mes- 
sage—the strengthening of the Russian state. It is this 
which is the basis of the continuation of the reforms, the 
elimination of the crisis, the implementation of the struc- 
tural restructuring of the economy, and the creation of 
conditions for economic, political, and social stabilization. 


As far as the government is concerned, the president’s 
Message is the point of departure in the formation and 
implementation of sociceconomic policy. 


In recent weeks we have often been accused of main- 
taining a prolonged silence, of lacking an action pro- 
gram, and of having nothing to say. 


On the one hand, there have been demands for a change 
of course. On the other hand, there has been a flurry of 
accusations that we are deviating from the reform policy. 
Chernomyrdin is being accused of constantly stating his 
loyalty to the reforms while at the same time being 
unprepared to prove that in practice. 


I want to clearly and precisely define my position right 
now. 


First of all we see neither a justification nor an opportunity 
for a radical change of course. 


The government has its program, adopted 6 August 1993 
and approved by the president. We intend to abide by 
this program and will implement it no matter how 
difficult that proves to be. 
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At the same time we reject in principle the dangerous 
theory of “letting things drift.” We are noi satisfied 
either with the pace and intensity of the reforms or with 
the quality of work of management structures at all 
levels—from federal to local—and we fully share the 
president’s alarm and society’s concern at the country’s 
economic situation. 


However, neither are there any grounds for hasty con- 
clusions about an imminent catastrophe or that the 
reform has stopped and that it is necessary to go back to 
1992 in order to “renew” the radical transformations. 


I should like to recall the old saying: Do not make the 
same mistake twice. The country, the reforms, and we all 
are not what we were a year or two ago. One can and 
must discuss what has been done and what has not been 
done and why. But we cannot fail to see the obvious: A 
market economy already exists in Russia. 


Now it is necessary to move on, not backward but 
forward, taking into account the qualitative differences 
in the economic and political situation prevailing at the 
start of 1994 and drawing the lessons from our own 
errors and omissions. 


1. 1993. Trends and Lessons 


A detailed account of the characteristics of economic 
development over the past year is coniained in the 
materials distributed to the participants in the session. 
So I would like to pay greater attention to the qualitative 
aspect of the results in 1993 and the government’s work 
to implement the program for the development of 
reforms and stabilization of the economy. 


In the complex domestic political situation of 1993 the 
government succeeded in taking major steps to promote 
the progress of reforms. The moderately tough financial 
and monetary policy made it possible to keep inflation 
under control and reduce it significantly by the end of 
1993. Privatization proceeded dynamically and addi- 
tional measures were adopted to liberalize foreign eco- 
nomic activity. The government did everything it could 
to support productiun. 


Nevertheless, the economic situation remains alarming. 
At the end of the year the slump in industry intensified. 
We have come very close to the point of the irreversible 
destruction of our scientific and technical potential. The 
country’s situation as regards foreign economic activity 
and hard currency remains tense. The problem of non- 
payments has worsened again. 


I am certainly not saying all this so as to “inflame” the 
atmosphere or to attribute all our own failings to “objec- 
tive circumstances.” We intend to draw conclusions for 
ourselves first and foremost. 


For example, in the fight against inflation we got carried 
away by the sequestration of budget expenditure but 
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sometimes we cut to the quick and did not examine in 
detail the consequences of the reduction of this or that 
budget item. 


As a result the budget was not able to pay in full for 
output produced for the state’s needs or for a number of 
other commitments, including the payment of wages in 
the budget-funded sphere. Instead of seeking reserves to 
strengthen the revenue base and rationalize expenditure, 
measures of a “crisis management” character were 
adopted. 


I have to say bluntly that we sometimes fail to keep pace 
with events simply because of the low quality of work by 
ministries and departments. 


For over a year we have been talking about the disastrous 
impact of nonpayments on the financial position of 
enterprises, the budget, and the economy as a whole and 
we have been issuing instruction after instruction. But 
what is the result? We still do not have a full, day-to-day 
account of reciprocal indebtedness in the national 
economy. 


I am not saying that the problem is simple. But at times 
you get the impression that neither the Finance Ministry, 
nor the Economy Ministry, nor the State Committee for 
the Management of State Property, nor the Central Bank 
considers this to be its problem. Meanwhile the situation 
is getting worse day by day. 


I want to talk in particular about sectorial ministries and 
departments. It seems at times that even now their main 
aim is to obtain money and benefits for their enterprises 
in the belief that [the constraints of] state policy and the 
government’s real potential do not apply to them. Mean- 
while, very little specific work is being done with enter- 
prises, including work to sort out nonpayments, to 
evaluate the state of and prospects for enterprises, and to 
prepare effective recommendations for them. 


The Finance Ministry must be reminded that it is not 
merely a bookkeeper and that ultimately the budget and 
its execution are among the main instruments of the 
government’s economic policy. A host of grievances and 
mutual recriminations sometimes result from an elemen- 
tary reluctance to explain the real situation regarding 
state finances and the reasons for harsh budget restric- 
tions. I know that it is very difficult to work in this area 
today. Nevertheless, the economy does not exist for the 
sake of the Finance Ministry, the Finance Ministry exists 
for the sake of the economy. 


Last fall we adopted the action plan to implement stage 
one of the government program. How is it being carried 
out? 


An analysis has shown that only one-half of the 88 
instructions included in the plan have been implemented 
in full. Furthermore, in a number of cases that imple- 
mentation is clearly only formal. The implementation of 
such fundamentally important decisions as, for example, 
agricultural production-sharing, the development of 
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agricultural credit and insurance, and the introduction of 
land as a surety and mortgages, has been frustrated. Yet 
the Ministry of Agriculture knows that beyond these 
decisions liex the solution of many difficult problems in 
agriculture. 


The leaders of ministries and departm :nts must view the 
economy as a whole and pursue an overall state policy. 
By no means all leaders proved capable last year of 
resisting the pressure of lobby interests especially when 
these attacks were accompanied by a powerful “barrage 
of noise,” which, furthermore, had political overtones. 


I want to make one more point. It is impossible to 
implement a reform if one looks down on the country 
and the people and does not explain things or as_for the 
consent of those on whose behalf we are | “tually 
working. Or on whose behalf we should be work ig at 
any rate. I want our government and leaders of the 
executive organs of power in the regions to be able to see 
the country’s economic problems from grass roots 
level—through the eyes of our citizens. Then I am 
convinced that the majority of the poeople will under- 
stand and support the reforms. 


2. Move Forward While Taking Account of 
Socioeconomic Realities 


When summing up the results not just in 1993 but also 
over the past two years of reforms, we must see first and 
foremost the new problems which the Russian economy 
is encountering today. 


First, a new situation has developed over prices. 
Domestic prices for the majority of goods and services 
(apart from energy sources) have moved close to world 
prices. This, on the one hand, has helped to saturate the 
market and has been conducive to the free establishment 
of new economic ties and the development of trade and 
normal market relations. Russian enterprises have expe- 
rienced the competition of foreign goods and a percep- 
tible blow has been dealt to monopoly practices. But, on 
the other hand, a steadily growing number of enterprises 
are running at a loss and are proving inefficient and 
uncompetitive. 


Second, the moderately tough financial and monetary- 
credit policy did yield definite fruit although it failed to 
stop inflation. The rate of inflation, disregarding January 
1994, has slowed perceptibly. In February it was 13-15 
percent at most, in other words it was at the level of 
November-December. There are grounds for hoping that 
we will be able to maintain that level in the next few 
months and then achieve better results. 


However, I make no secret of the fact that we are 
alarmed by the asymmetrical response of the national 
economy to the measures contained in the tough mone- 
tary policy: On the one hand the swelling of the money 
supply is a powerful boost to inflation but, contrary to 
expectations, it is not leading to a stabilization of pro- 
duction and is blocking the so vital processes of its 
stiuctural restructuring. 
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At the same time, the slowdown in the rate of growth of the 
money supply is causing a sharp slump in production and 
increasing the strain on enterprises’ financial situation 
without influencing price movements. 


This is what we have gained as a result of the powerful 
pressure on the money supply in June-October 1993. 


Consequently it is necessary to recognize not only the 
fact that macroeconomic stabilization has not been 
achieved yet, but also that this can hardly be achieved by 
means of a tough monetary policy alone. 


You cannot make great progress by cutting budget expen- 
diture or by raising taxes alone. Nonpayments and the 
large tax arrears today are attributable not just to budget 
Jebts and the debts of the CIS countries but also to the 
extremely poor financial discipline and mutual lack of 
exactingness by partners who prefer to address all their 
claims to the government. People often talk about the lack 
of money in the economy as a consequence of the shock 
therapy policy. But the facts indicate otherwise: On the 
whole there is enough in circulation, what is lacking is 
order and the normal control of money movements. 


Third, the slump in production in 1993 and in the opening 
months of this year proved greater than anticipated. Effi- 
ciency is in decline and there is a threat of mass unem- 
ployment and the reduction of the production apparatus. 
In a number of sectors the volume of production is less 
than 5% percent of the January 1990 level. 


Stoppages of work at production units, including such 
major enterprises as “Avtovaz,” “Kirovskiy Zavod,” 
“Baltiyskiy Zavod,” and others have acquired a new and 
hitherto unseen quality. 


The crisis has affected not just those sectors where the 
greatest reduction of production was forecast but also 
those which are producing what is, in principle, competi- 
tive output, output which is in demand, such as consumer 
goods. 


In these conditions it is obvious that the question can no 
longer be expressed merely in terms of “more or less 
money.” It is clear that without a sufficiently tough 
financial and monetary policy no progress will be made 
here, just as has happened in other countries. 


But it is hardly possible to radically change the situation 
in the country for the better by these means alone either. 
Hence the need to use the full range of market method: 
of state regulation. 


Thus today, while not slackening our efforts in the 
sphere of economic stabilization in the slightest, we must 
operate equally resolutely on other aspects of Russia’s 
economic life. Many of the reserves of the reform have 
not been fully utilized. 


The solution, in our opinion, is to focus efforts on the 
solution of the following main tasks: 
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—the strengthening of state power and the imposition of 
order in all spheres of the economy and society’s life; 


—the implementation of an intelligent, moderately 
tough financial policy; 


—the resolute stepping up of structural investmeni 
policy; 


—substantial changes to the privatization policy so as to 
direct it not simply toward the distribution of state 
property but also toward increasing production effi- 
ciency, stimulating investments, and stepping up the 
structural restructuring; 


—using every opportunity to intensify social policy so as 
to finally steer the reforms toward the people and 
eliminate the main sources of people’s discontent; 


—and the consolidation of all the healthy forces in 
society to resolve the tasks of the new stage of the 
reforms and achieve national accord on this platform. 


I proceed from the premise that virtually the entire range 
of these tasks of ours was presented in the president’s 
message. That message tells us what we must do. Our 
duty is to determine how to do this and fulfill what has 
been planned. 


3. Formulating Effective Mechanisms for Economic 
Stabilization 


Let me begin with the imposition of order and the 
strengthening of the state principle in the economy. The 
measures we have proposed have nothing to do with 
unquestioning administration by decree or autocratically 
putting the screws on. 


It must be understood that we are not talking about 
reverting to the old methods of government or restoring 
the omnipresent role of the state. 


The objective is to put an end to chaos and secure 
elementary things that are natural in any civilized state, 
but which are regrettably lacking in ours, namely the 
proper fulfillment of commitments to partners, the pay- 
ment of taxes and debts, or failing that, a declaration of 
bankruptcy. 


Therefore, as far as 1 am concerned, order is synonymous 
with reliable laws that work and a developed system of 
institutions which are needed for a full-fiedged market 
economy. Let me say that the president’s message says 
outright that the institutional avenue of reform should 
be the main one. 


On the other hand, the creation of new market institu- 
tions effectively means the continuation in the economic 
sphere of the general guidelines for state building that 
Russia is implementing today. 


What are the immediate urgent tasks here? 
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We will set up the missing institutions in the investment 
and social spheres and in the management of the 
domestic and foreign state debt, as weil as support for 
Russian industrial exports. | 


On the other hand, it is necessary to take a careful look 
at what has been achieved by, for example, existing 
institutions like the State Investment Fund, the Finan- 
cial Corporation, the Russian Bank for Reconstruction 
and Develupment, and countless extrabudgetary funds. 
Plenty of time has already elapsed since they were set up. 
What return have these structures provided, especially 
since many of them were given the rights of government 
agents? 


There is just one approach here—state funds and state 
prestige must serve national economic interests. 


Institutional transformations will be continued in the 
sphere of banking. The Central Bank regrettably does not 
always rise to the situation. We expect it to make specific 
prop. sals on how to develop the banking system. We are 
in favor of amalgamating banking capital and bringing it 
closer to production up to the point where it would be 
directly involved in the financial-industrial groups that 
are being formed. We are also in favor of lifting the 
unwarranted restrictions on participation in privatiza- 
tion and the investment process in 1994. I think that life 
will force us to take a different approach to competition 
with foreign banks. Our bankers by no means benefit 
from “hothouse” conditions. We cannot see or feel any 
initiative, where is it? 


Strengthening legislative backup for market reforms 
remains the government’s special concern. Using its 
constitutional right of legislative initiative, the govern- 
ment has prepared over 60 top-priority draft laws for the 
State Duma to examine. Suffice it to mention the draft 
Civil, Commercial, and Criminal Codes, amendments to 
the laws on enterprises and on banks, draft laws on state 
monopolies, on the fundamental principles of self- 
government, on mortgages, and so on. 


It would take too long to list all the draft laws we have 
initiated. A list of them has already been sent to the State 
Duma. What is more, it is very important that the draft 
federal constitutional law “On the Government of the 
Russian Federation” be drafted and submitted to the 
Duma forthwith. 


The adoption of this law would be the culmination of the 
reorganization of the federal executive structure in line 
with the Constitution. 


The government’s work is also being restructured to 
preclude duplication and draw a distinct line between 
the areas of competence of the Presidential Administra- 
tion, the Security Council, and executive organs at local 
level. To date the number of federal executive and state 
government organs has dropped from 93 to 77, including 
a fall in the number of organs in the Government from 
37 to 23. The number of apparatus personnel, including 
government apparatus personnel, is also being cut. 
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Agrarian reform prc vides a classic example of the for- 
mation of new market institutions. I will be frank and 
say that its future is beginning to cause misgivings. The 
government’s interest in this is supremely clear. The 
more intensive the transformations in the agrarian 
sector, the more effective the structure of ownership, the 
fewer problems with reform, and the less strain on the 
budget. Subsidies for agricultural producers aie essen- 
tial, but they are burdensome for the budget an‘ often 
ineffective now. We must be realists after all! By the 
middle of last year we had not only drawn close to, but 
had effectively overstepped the mark in terms of the 
amount of budget aid that we can give agriculture 
without jeopardizing other sectors of the economy. 


At the same time I must also mention the unscrupulous 
speculation regarding the government’s policy on the 
agrarian sector. The figure of 34 trillion rubles [R}— 
which Chernomyrdin allegedly wants to earmark for 
agriculture from budget funds—has been brought up by 
someone and has begun to appear in the press. That is 
not true, I would willingly provide that amount, but 
where is it to come from? The measures of state support 
in force in 1993 will remain the same in 1994, but no 
more. 


We are embarking on the radical reform of the whole 
system of state support for agriculture. We will provide 
money in return for a guaranteed result and for strictly 
defined purposes. 


We must know how much food—and of what quality— 
Russian citizens will receive in return for the budget 
funds allocated. We will extend our support for agricul- 
tural production via the network of specialized credit 
and other market institutions: cooperative, mortgage, 
and land banks, consumer credit companies, and whole- 
sale food markets. 


Everything that I have mentioned, plus rigorous obser- 
vance of the balance of powers and responsibility 
between the Center and the regions, are the main com- 
ponents of policy in 1994, a policy that is designed to 
streamline the economic system. 


But there are also urgent problems that need to be 
resolved over the next two-three months. 


These are primarily the creation of mechanisms to 
resolve the crisis of reciprocal nonpayments in the 
national economy. 


In order to combat nonpayments the government has 
formulated additional measures to improve settlements 
in the national economy. We will introduce compulsory 
registration of all enterprises’ accounts, including those 
abroad, and tighten up administrative and financial 
liability for concealing such accounts and for exceeding 
the timeframe for processing payment documents. 


The work on converting overdue debts into bills of 
exchange will be completed in March or April. This will 
make it possible to tackle the nonpayment problem on a 
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regular basis in line with the requirements of a market 
economy. And we will rigorously apply the following 
rule: If you do not have the money to pay your debts, 
your property is forefeit. It is time that creditoi > learned 
to recover their debts via the courts and not put ..1e¢ir 
trust in “kind uncles” in the government. 


However, resolving the problem of nonpayment and 
collecting taxes in full is not just the task of the Federal 
Government. The Central Bank of Russia is being intol- 
erably slow in its work to create a reliable, fast payment 
system based on interbank clearing and the use of 
modern technical facilities and new means of payment. 
Controls have been relaxed with regard to the activity of 
commercial banks which “hold” to their own advantage 
money which enterprises have paid to cover reciprocal 
debts or in taxes. Tough, prompt steps must be taken 
here. Consider this both a request and an instruction to 
the Central Bank leadership. 


The economic situation requires a resolute enhancement 
of the effectiveness of financial policy. 


We cannot allow ourselves the luxury of living for two 
years without a ratified budget, to all intents and pur- 
poses amid financial lawlessness. Therefore the number 
one task is to complete the work on the draft budget for 
1994, 


The key task here remains to prevent the budget deficit 
rising through inflationary sources of funding. The main 
means of stopping this is to reduce the rate of inflation to 
7-9 percent by the end of the year and the federal budget 
deficit to no more than 9-10 percent of GDP. 


I would point out that these parameters must be regarded 
as the maximum permissibie levels—particularly in 
terms of the level of inflation—as a kind of “minimum 
program.” When implementing the budget and carrying 
out other measures, we will actively seek reserves which 
make it possible to consistently move toward the figure 
of 3-5 percent inflation by the end of the year mentioned 
in the president’s message. 


Needless to say, this represents a fairly tight framework 
especially since we have to pay in full the debts carried 
over from 1993. 


Regrettably, this year too we will be unable to avoid 
sequestration. But how are we to approach this? A simple 
repetition of last year’s method, using the principle of 
something for everyone, can only aggravate the situation. 


We may “lose”’ all structural and investment policy if we 
do not carry out a detailed preliminary analysis of the 
financiai situation in each sphere of budget funding and 
the consequences of a further reduction in spending. And 
we have no right to permit that now. 


The structure of budget spending and the mechanism for 
funding this spending are being substantially reformed. 
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Extremely tight supervision is being established to 
ensure that budget appropriations reach their destina- 
tion promptly and are used for their prescribed purpose. 
The results of 1993 showed that state funds by no means 
always reach those for whom they were destined. As 
happened, for instance, with the budget loans to cover 
grain procurements, which were used by Roskhlebo- 
produkt to fund its current spending. 


Beginning in March, the Ministry of Finance will be 
responsible for delivering montily reports to the govern- 
ment regarding the results of inspections to verify that 
budget appropriations have reached their destination. 


A government commission will carry out similar inspec- 
tions regarding the utilization of centralized credit 
resources. The situation here, as you know, is even 
worse: The recipient receives the money every six 
months, or not at all. Things are particularly bad with 
regard to credits for “shipments to the North.” 


Funding of targeted social security, along with support 
for certain sectors of industry, the agro-industrial com- 
plex, the fuel and energy complex, and the investment 
complex remain a priority in state spending in 1994. 


It is envisaged that over 20 percent of all budget 
spending will be channeled into these areas. Spending on 
financial support for the regions is up from 10 to 13.4 
percent. Compared with 1993 appropriations for pay- 
ment of wages in the budget-funded sphere are also up 
(from 6.7 to 7.2 percent). 


Financial stabilization cannot be ensured without an 
effective /tax system./ It is here that the main reserves for 
raising budget revenue are concentrated. 


The government regards the following as priority tasks: 
ensuring the stability of the tax system, considerably 
simplifying and streamlining taxation procedures, abol- 
ishing individual concessions to enterprises and regions, 
and reinforcing the tax service. 


At the same time we will improve tax legislation in order 
to ensure that it helps to support commodity producers 
and stimulate investments. 


That will ultimately enable us to avoid introducing new 
taxes and levies and reduce the overall burden of taxation. 


Tax arrears and extremely poor financial discipline are 
still the major problem. The situation here is not merely 
intolerable, but effectively an emergency. In 1993 alone 
the federal budget failed to receive R7.5 trillion or 30 
percent of the total predicted revenue. 


Enterprises’ and organizations’ tax arrears which are 
increasing every month amid the ongoing nonpayments 
crisis are particularly alarming. In January 1994 alone 
the federal budget was owed almost R1 trillion in tax 
arrears. 
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These figures conceal a scandalous situation, one that 
affects virtually all sectors of the national economy, 
moreover. In the fuel and energy complex, in particular, 
in the last six months alone tax avoidance has been 
revealed to total R200 billion! Especially major irregu- 
larities have been revealed at the “Kirishinefteorgsin- 
tez,” “Permneft,” and “Orenburgneft”’ Production Asso- 
ciations and other enterprises. Thus an audit at the 
“Kirishinefteorgsintez’’ Production Association 
revealed that hard-currency profits had been concealed 
along with major irregularities in financial documenta- 
tion. The budget has recovered around R13 billion, 
including fines. 


Nevertheless, the tax service and the tax police still have 
an extremely low success rate. Since it spends a consid- 
erable amount of money on over 135,000 personnel in 
these organs, the state has a right to expect them to be 
more effective in suppressing tax crime and in collecting 
the state revenue due in full and on time. 


I would particularly like to dwell on the radical restruc- 
turing of budget relations with the regions, which is one 
of the main areas of financial policy in 1994. 


The new system of budget federalism will be based on 
unified rules whereby state spending and revenue are to 
be allocated among the federal budget and the budgets of 
Federation components. With no exceptions. That will 
make it possible to avoid unnecessary centralization of 
spending and to create a real revenue base for federal and 
regional budget autonomy. 


The main principles and avenues for the reform of 
budget relations have been laid down in the president's 
message and his 22 December 1993 edict. Our task is to 
work out forthwith a coordinated mechanism for their 
implementation in the 1994 budget. 


To wind up the subject of the budget I would like to 
underline particularly the following point: To all intents 
and purposes in this document we have tried for the first 
time in many years to tell the truth and nothing but the 
truth. It is all there for the public to see: How much we 
have at our disposal, how we .ntend to handle what we 
have got. The government has no “secret hiding places.” 
Let us act on the basis of reality and learn to live 
according to our means. There is no, and there will be no 
other option. 


The choice is an extremely tough one: If we allow 
hyperinflation, we ‘vill break into a flat spin from which 
there is no escape. If we stop production, we will end up 
with a country in ferment, amid collapse and ch vs. 
Thus, we have to literally walk on : knife edge and show 
strength of character in order to prevent any breakdown. 
That is the main question today, 


Structural-investment policy is taking center stage today 
among the priorities of economic reform. Very many 
industrial enterprises have found themselves in an 
extremely difficult situation—either they reorganize pro- 
duction and find themselves a real long-term foothold in 
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the market or they close down, forever. I think that 
everyone is aware of the social consequences of this choice, 
which may be an extremely common phenomenon. 


This is why the state simply no longer has the right to 
remain aloof. We have no more resources, Financial 
restrictions are becoming tighter and tighter. But we 
must therefore start the maneuvers that will in time 
enable us to expand the frontiers and create the condi- 
tions for stable growth. 


The national economy already has certain resources in 
the form of private savings. But they are not geared to 
production investment in current conditions without 
state support. At the same time the amount of budget 
spending on state investment is far inferior to subsidies 
and grants and, at the same time, the bulk of this money 
is invested in facilities with a dubious return, to put it 
mildly. This is an impasse from which we must extricate 
ourselves. 


We will first embark on the radical redistribution of 
budget funds into state investment. To total 3 percent of 
GDP (up from 1.7 percent). Three-fourths of oudget 
funds destined for capital investment wili be used to 
fund the construction of federal installations within the 
framework of the corresponding state programs. Natu- 
rally, we must review the list of these installations and 
considerably tighten our belts. 


Without abandoning our avowed priorities in structural 
policy we are now switching to a more specific “point- 
by-point” definition of these priorities. Investment 
policy in 1994 is being adjusted with an eye to this. 
Around 40 of the 66 federal programs that have already 
been ratified and submitted to the government this year 
will be implemented. At the same time we are revising 
the procedure for the provision of subsidies and grants. 
They will drop from 9 to 7.4 percent of total budget 
spending in 1994. And that is not the end. 


It is also necessary to learn that state ir vestments are not 
only investments in capital construction but also in 
enterpr se reorganization, improvemen: of management, 
scientific developments, the development of a sales 
network and marketing services, and personnel training. 
Small investments in “eliminating” countless difficulties 
and adapting enterprises to market requirements that 
will bring a return in a year or two can more rapidly 
ensure a breakthrough in the production sphere. 


We cannot further delay work to shut down ineffective 
production units. We already have a list of enterprises 
whose viability is to be checked out. Many will simply 
have to be shut down. Needless to say, we will do that in 
our own good time, mindful of people’s interests, the 
state of cities and regions, and opportunities for creating 
new jobs. It will be a hard decision. But it must be done. 


The government will help in carrying out major invest- 
ment projects involving private capital that are of fun- 
damental importance for the future of the Russian 
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economy. We have something to offer the private sector 
and foreign investors. We already have projects for 
housing construction, the construction of toll highways 
and bridges, and the development of civil aviation and 
the automobile industry, projects whose implementation 
will provide hundreds of thousands of extra jobs by 
forming new markets and reviving business activity in 
these and associated sectors—namely the development 
of highway machine building, the construction industry, 
and so on. 


It is particularly important that real conditions should 
emerge for major resettlement programs in many parts of 
the Chernozem Zone, the Nonchernozem Zone, and the 
Urals, for instance, which people left in order to open up 
new areas and build industrial complexes in the former 
USSR republics, and so on. 


I think that state funds will bring the greatest return if they 
are provided on commercial principles, via banks and 
other financial institutions. It is these institutions that can 
select, professionally formulate, and evaluate investment 
projects, invest their own resources and those they have 
enlisted in these projects, and bear economic account- 
ability for their effective use as scheduled. 


I must say that banks and entrepreneurs are already 
beginning to show interest in this work. I have got to sign 
a government decree which envisages measures to stim- 
ulate private investment organized by a consortium of 
Rvssian banks and entrepreneurs. It is intended to 
provide state guarantees for private investment in 
projects they have chosen in conjunction with the Rus- 
sian Ministry of the Economy. New proposals of this 
kind must be implemented and formulated without fail. 


I take this opportunity today to urge entrepreneurs, 
bankers, and leaders of major joint-stock companies, in 
a word, Russian business people to be bolder in partici- 
pating in investment projects and enlisting capital to our 
Russian market. And there are projects in which to 
invest. Splendid projects, interesting, highly profitable 
projects in which investors can recoup their investment. 
The government will do all this and will be accountable, 
jointly with you, for the results. 


I am convinced that only then will foreign investors be 
bolder and more confident about following your lead. 


The result being that we will obtain what the country 
needs so badly today—highly productive labor, “high” 
technologies, modern machinery and equipment, and 
production discipline and order that are up to world 
standards. And we -will therefore be able to produce 
output that society really needs, output that will not be 
afraid of competition on either the home or the foreign 
markets. 


I am convinced that we can achieve this by joint efforts. 


During the next stage of reform one of the most important 
instruments for the structural restructuring of the 
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economy, which is proceeding by strengthening the 
institutions of private ownership, is /privatization./ 


By | July we must complete the program of mass (check) 
privatization. This means that we must provide every 
Russian citizen with an opportunity to invest vouchers 
in shares in enterprises or investment funds, in plots of 
land, and other facilities. 


A new phase of privatization policy will start as of the 
second half of the year. During this phase the main form 
of privatization will be commercial and, most impor- 
tantly, investment tenders with fairly tough terms which 
ensure the reorganization and modernization of enter- 
prises and the requisite flow of investment, including 
from abroad. 


The progress of privatization is undoubtedly one of the 
most important criteria by which one can judge the 
extent to which the Russian economy is acquiring 
market qualities. From this viewpoint it is extremely 
important to ensure that in 1994 privatization becomes 
a kind of locomotive of reform at microlevel. We must 
bring reform to enterprise level and consolidate it via 
real changes in the economic behavior of Russian com- 
modity producers. 


In order to achieve this it is necessary to, first, launch 
mechanisms for financial recovery and bankruptcies at 
enterprises that are recognized to be insolvent debtors, 
which are essentially unnecessary and operating at a loss. 


Second, it is a question of postprivatization support for 
enterprises. One “sound” plan based on the “LOMO” 
Association in St. Petersburg is already prepared. I know 
that another 12 siniilar projects are in the offing. That is 
something. But efforts must be stepped up. In 1994 we 
must create a continuous flow of projects to restructure 
enterprises. We will use foreign credits provided by the 
G-7, the World Bank, and the European Bank for Recon- 
struction and Development for this purpose. 


The purpose of all our privatization efforts today is to 
move away from distributing and redistributing property 
to creating the conditions to enhance the effectiveness 
and competitiveness of production, improve manage- 
ment, and stimulate investment. There are tremendous 
reserves here and we must utilize them. 


4. Carrying Out Reform for People 


It should be acknowledged that social policy has proved 
to be a weak point in the government's work. Such a 
situation cannot be tolerated any more and must be 
rectified forthwith. 


The majority of citizens should feel that the reforms are 
bringing real benefits to them, their families, and the 
people around them and that the full burden of the crisis is 
being borne not only by ordinary working people but also 
by those who—in the new conditions—have drastically 
shot ahead in terms of prosperity. 
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We are, of course, carrying out reform not in order that 
“there be no rich” but, on the contrary, in order that 
there be no poor. But we have no right either to allow a 
ten- to elevenfold gap to develop in incomes and stan- 
dard of living between the lowest-income and highest- 
income groups of the population and let Russia become 
the world record holder in this regard. 


Reform should be not just economically effective but 
also socially just! 


In this regard the government has recently been working 
on the formulation of a more vigorous social policy 
course. You have been issued with the draft Basic 
Guidelines of Social Policy of the Russian Federation for 
1994, supported by a list of priority tasks. Incidentally, 
several of them have already been implemented. 


Seeking to ensure that soc.al policy take more specific 
account of the interests of all strata of the population, the 
government intends first and foremost to enhance tar- 
geted support for the disadvantaged and strengthen the 
financial base of the relevant funds. Recalculation of the 
old-style pensions will start on | April 1994, in accor- 
dance with the president’s edict. The new pensions law, 
the draft of which will be submitted to the Federal 
Assebly for examination, will be the next step aimed at 
improving pensioners’ material position. 


It is extremely necessary to do everything possible to 
ensure that priority is given to veterans and those people 
who simply cannot wait for an overall solution of the 
problem during the process of /gradually restoring the 
savings/ of citizens. Some of the savings could and indeed 
musi be restored by transferring some state property— 
shares, state enterprises, and land—to depositors. The 
government is now working on this task. 


Unemployment has become tangible. There is still rela- 
tively little overt unemployment, but almost 4 million 
people are now working part time. And we must be 
prepared for an upsurge in the problems of unemploy- 
ment in the immediate future—we must be prepared in 
psychological, material, and organizational terms. It is 
essential to start considering right now in specific terms 
the organization of public works, particularly the con- 
struction of housing, roads, bridges, and other socially 
important facilities. I am repeating myself again, but I do 
regard this as extremely important. We will give priority 
support to all private capital initiatives in this sphere. 


The government intends/to intensify incomes policy/ 
substantially, we will introduce tougher progressive tax- 
ation of high and very high incomes and the declaration 
of incomes when carrying out major purchases, and will 
make changes to the taxation of real estate. 


The procedure for regulating enterprises’ outlay on labor 
remuneration is being changed. The gap between the 
wages of enterprise directors and the wages of the bulk of 
the workers—which is sometimes gigantic—must be 
closed. It is unacceptable when the average wage of a 
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worker is 50,000 rubles [R] while the director allocates 
himself 3-4 million for his vacation. 


The introduction of an official subsistence level and the 
linking of the size of the minimum wage and minimum 
pension to it will be an important step. The country’s 
financial position does not permit their equalization 
during 1994. However, the government does consider 
the creation of conditions for their subsequent harmoni- 
zation to be one of its most important tasks. 


And one more thing I would like to say. Is there anyone 
at local level and in the sector departments thinking 
about what people will do if their plant goes bankrupt or 
production comes to a halt? 


They may have skilled hands, a clear brain, and an 
enormous desire to work, but a host of bans, restrictions, 
and bureacratic obstacles prevent their opening up a 
“business”—the business may be small but it could 
develop with time into a major production unit of 
Russia-wide importance. I see the government's task 
here as being to remove as quickly as possible all 
obstacles to displays of initiative, enterprise, and hard 
work by our citizens. 


Today we should promote the task of drastically boosting 
housing construction and making the acquisition of 
housing easier for the population, particularly for low- 
income groups. This is, in the full meaning of the word, 
a nationwide task. A package of decrees has already been 
adopted on the development of a system for granting 
credit in the housing sphere and on subsidies for the 
construction and acquisition of housing, including sub- 
sidies to people on waiting lists, servicemen, and others 
in preferential categories. But this is extremely little. In 
future we intend to increase out efforts, developing 
above all extrabudgetary forms of investment in housi.ig 
construction, attracting private capital and foreign 
investment into this sphere, and bringing new credit and 
mortgage mechanisms into operation. 


It has to be honestly admitted that today we are not in a 
position to repay in full from the federal budget all that 
is owed to the spheres of science, education, and culture, 
notably as regards compliance with the president's edict 
No. 1. This is both our misfortune and our pain. I 
consider that it is impossible for the regions either to 
stand aloof from this now. At the same time, while I do 
understand the sense of dissatisfaction felt by higher 
education lecturers, students, and staffers of scientific 
institutes, I have to say frankly that the system of science 
and higher education will not survive without rational- 
ization of their activity, sensible redistribution of 
resources, and jettisoning of superflous tiers. A selective 
approach is also required here—the best must be kept. 


The underfinancing of social expenditure is 2 very 
serious question. But there is also another aspect too. 
The preparation of documents and decisions aimed at 
radically reforming the social sphere has been dragged 
out intolerably and the new mechanisms for social 
protection and the implementation of incomes policy 
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are being developed and introduced into practice 
extremely slowly. I want to draw the attention of minis- 
ters with a social brief to this. 


Fighting crime is our nationwide social, political, and—I 
would also say—economic priority task. 


I would like to convey to you our serious concern over 
the current state of law and order in the country and the 
ability of the authorities to counter the aggression of the 
criminal world. There are still to date very, very few real 
and, most importantly, effective measures capable of 
easing the tension surrounding the growing threats to 
society and to people’s life, health, and property. Rus- 
sians have the right to expect and demand more from us 
all. 


I will refer to just a few trends, first and foremost those 
in the economic sphere. 


The danger of organized crime and corruption is 
growing. According to the figures of the Ministry of 
Internal Affairs, criminal associations control at least 
40,000 businesses, including businesses in the state 
sector. The unprecedented scale of criminal activity in 
the finance and banking systems is causing special alarm. 
We estimate that the damage now runs into hundreds of 
billions of rubles. 


All this is no longer just a list of unpleasant facts. What 
we have here is a dangerous trend toward the malignant 
degeneration of a number of pieces of the living tissue of 
the economy. We see the danger and will block it. 


We are carrying out tough measures aimed at freeing 
state structures from the influence of mafia elements, 
organized crime, and corrupt individuals. We will act 
regardless of the person involved, as it were. 


We are also implementing the task put forward in the 
president’s message of taking all necessary financial, 
cadre, and organizational measures necessary to ensure 
the normal operation of the law enforcement organs. We 
will be doing all within our power to ensure that the 
just-adopted federal anticrime program operates to its 
full potential. 


Esteemed participants in the session, 


the government bears a great responsibility today— 
responsibility for the progress of reform, its cost to the 
millions of people, and for the political temperature of 
the young Russian democracy, which is going through 
the difficult period of its self-determination both in this 
country and the world. 


Each week this year will see this responsibility merely 
augmented by more and more facets. 


We do not have classic “government parties” in our 
country. Nor do we have monotonous “orthodoxy” 
subject to some kind of party discipline. We have already 
gone through all that. There are parties whose represen- 
tatives work in the cabinet on a professional basis. In 
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presenting to society today our understanding of the 
tasks at the new stage of reform we can see that they are 
in keeping with the demands and manifestos of many 
parties and movements. And it follows from this that 
political consolidation and national accord are gaining 
real ground in Russia today. 


I would like to express the hope that the State Duma’s act 
of political and economic amnesty will, for all the 
differences in interpretation of that decision, neverthe- 
less become a step toward reconciliation and not signify 
another spiral in confrontation and destabilization of the 
situation in society. 


The president and the government stand as firm guaran- 
tors ersuring that no such development of events occurs. 


I cannot today avoid touching on a problem that is 
extremely important both for me personally and for the 
government I head. The point is that a noisy campaign 
has recently been launched by some mass media organs 
aimed at “convicting” the government chairman of 
concentrating power, of taking too much upon himself, 
and of virtually organizing plots to take over the presi- 
dency. Even some polls have begun to be organized on 
this topic. 


Let me tell you honestly and frankly that I am not one of 
those versatile “whizz kids” who can immediately leap 
from being laboratory head to being a minister and then 
president. 


First: Russia is not a racing car and I have not gotten 
behind its wheel, taken it for a spin, and then gotten out 
of it, leaving the whole country trembling as if suffering 
from a fever. 


Second, I consider it impossible and simply unethical to 
hold any discussion on the presidency while there is a 
president in office. We have a nationwide leader elected 
by all the people, and I have no intention of scheming 
against him. 


And, third, attempts to drive a wedge between the 
president and the chairman and cause us to fall out are in 
vain. It won’t work. There is no point in trying. 


We all need accord today. All branches of power and all 
leaders, whichever posts they occupy, need it. Accord is 
essential for all the people. 


All the conditions for this are in place. There is the new 
Constitution. There is the president, who acts as a 
reliable guarantor of reforms and si. ility. There are the 
bases of the concept of national development formulated 
in the president’s Message. There is parliament, which, 
for all the diversity of views on the country’s present and 
future represented in it, aims to secure Russia’s strategic 
interests. There is the government, which is committed 
to the president’s course and is open to businesslike 
cooperation and professional work with everyone who is 
ready and really want this. 
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There is finally the Russians’ common desire to revive 
the country as a great, powerful, and prosperous state. 


This year promises to see the development and strength- 
ening of many healthy economic processes. There is 
therefore every reason to hope that the gradual stabili- 
zation of the economy and normalization of life will 
finally become a tangible reality for miliions of people. 


For all this to happen we have to think more about work 
ioday. Strict dicipline, order, and a sense of responsi- 
oility are absolutely essential to us. 


All of us must really shake ourselves up and realize that 
what we need today is to create and work, ditching old 
relations and old production units while maintaining 
and supporting modern high-tech production and the 
fundamental sciences, for otherwise we will fall into the 
trap of stagflation, which will lead in turn to the total 
degradation of the whole economy 


We must not fall below the start-up level so essential if a 
powerful upsurge in the industrialization of the country 
is to be launched. 


Although certain “friends” very much wish this upon us. 


We cannot allow the people of a country, which possesses 
powerful resources and all that is required for [eco- 
nomic] reproduction, to live in poverty—that is a crime, 
a crime which can be neither explained nor understood. 


I apr .i to members of the government, the leaders of 
departments, the intelligentsia, and academics—we 
must create the conditions and mechanisms for free 
labor, and we need to do this quickly, without delay. 


I appeal to parliamentarians and the two speakers of the 
chambers—we expect of you the laws and statutes that 
are so essential and necessary, and also perhaps provi- 
sional statutes at times during this transitional period— 
the main thing is that work should not stop. 


I appeal to our labor collectives in all regions of the 
country—the difficulties we face are enormous, but 
trying to solve them by strikes and stoppages is a 
delusion, it will only make the situation of your families 
and friends worse rather than improving it. That is not 
what is required today—we must all stand firm together, 
that way we will pull through. 


We need less moaning and whining today and more 
initiative and self-discipline. That is the only way we will 
be able to pull out of the spin we are in, gain height, and 
develop a cruising speed for reforms. 


This is where I today see the thrust of the government’s 
work in 1994. 
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Economic Adviser Views Reform’s Future 


PM0403090594 Moscow TRUD in Russian 4 Mar 94 
Night Edition p 1 


{Interview with Aleksandr Livshits, head of Russian 
presidential group of experts, by political observer 
Vitaliy Golovachev; date, place not given: “Aleksandr 
Livshits: ‘Price of Reform Must Be Reduced’”—first 
three paragraphs are introduction] 


[Text] Doctor of Economic Sciences Professor Aleksandr 

Livshits has been appointed to a key post that has a 

direct bearing on the implementation of reforms. He has 

become head of the Russian presidential group of experts 

= is, in effect, one of Boris Yeltsin’s main economic 
visers. 


Aleksandr Livshits recently taught at Moscow’s Machine 
Tool and Instrument Building Institute—he was head of 
the Economic Theory Department. He wrote the text- 
book “An Introduction to the Market Economy” [Vve- 
deniye v Rynochnuyu Ekonomiku] (1990). He has spent 
the last two years working at the presidential adminis- 
tration’s Analysis Center. He was responsible for formu- 
lating the economic section of Boris Yeltsin’s draft 
message to the Federal Assembly. 


In an exclusive interview with TRUD Aleksandr 
Livshits said the following: 


{Livshits] We will not only analyze objectively the course 
of economic reform, but will also forecast the results of 
proposed decisions and point to any possible adverse 
results. The group of experts’ tasks include proposing 
specific measures to prevent events taking an undesirable 
turn. 


[Golovachev] Aleksandr Yakovlevich, the president’s 
message says that the state should repay its debts (which 
currently run into many trillions) and at the same time 
prevent a rise in inflation. How can it perform these 
incompatible tasks? 


{Livshits] First, the debts must not be repaid straight- 
away, but gradually. But it is absolutely essential that 
they be repaid. The state debt is a hallowed concept: It 
must be repaid, particularly as regards wages and other 
payments. 


Second, there are noninflationary means of swelling state 
funds, which I think the government will announce in 
the near future. Specifically, by expanding the consumer 
market and reforming the state sector. 


[Golovachev] Many specialists consider that the govern- 
ment and Yegor Gaydar in particular, made a major 
miscalculation in abandoning state enterprises to the will 
of fate for two years while the state—their owner— 
dodged managing them, putting its trust in the “unseen 
hand of the market.” 


[Livshits} Of course this was a miscalculation. State 
property ended up a kind of no-man’s-land, more often 
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than not the director’s patch. The market is still weak 
and the owner (the state) is not managing his enterprises. 
And now look at the result—disorganization, nonpay- 
ment, a very serious situation.... But we do have experi- 
ence of managing state enterprises, and considerable 
experience at that. We now have to rectify the situation. 


Let me say that management means, in particular, cre- 
ating favorable conditions for attracting mixed (private 
and state) capital for structural restructuring and invest- 
ments, it means rescue and rehabilitation packages, 
bankruptcies, support for promising enterprises, well- 
considered cadre and pricing policy, and so on. 


[Golovachev] The president’s message to the Federal 
Assembly made fairly tough assessments of the activity 
of Viktor Chernomyrdin’s government. “The govern- 
ment was unable to impose the requisite order” (with 
state enterprises). “The downside of the reform was 
attributable to mistakes by the bodies of state power 
responsible for reform. The government took poor 
account of the consequences of some decisions, post- 
poned the adoption of others, was slow to make overdue 
corrections to reform.... The pause in reformation 
became protracted.” “In two years of reform the govern- 
ment has simply been unable to elaborate an effective 
structural policy. This inaction will cost the Russian 
economy dear.” And so on. The following question 
arises: Has the government exhausted its potential? 
What is your view? 


[Livshits] We will be able to answer this question in the 
near future. Let us see how skillfully the government 
performs its new tasks. I personally am confident that 
the government still has tremendous potential. 


[Golovachev] What do you see as the main problem 
today? 


[Livshits}] The main point is to ensure that the price of 
market transformations is not too great for society. So 
far we have, regrettably, failed in that. That is why the 
president's message raised the following important task: 
“Without reducing the pace of reform, market transfor- 
mations must be rendered less burdensome for society.” 


[Golovachev] One last question. Being totally sincere, do 
you believe in success, in other words that it is possible 
to start getting out of the hole without reducing the 
standard of living further? 


[Livshits] I am convinced of that although this task is a 
very difficult one today. But it is reassuring that mutual 
understanding with the State Duma and its Committee 
for Economic Policy is growing stronger. The day before 
yesterday we held a press conference with Sergey Gla- 
zyev, head of this committee. I wuld like to hope thai 
we will attend future briefings as a trio—with a govern- 
ment leader as well. 


We have no other option. If we do not secure the precon- 
ditions for economic stabilization this year by joint effort, 
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the country may find itself beset by tremendous upheaval. 
I believe that we will not permit this, common sense will 
prevail. 


Yavlinskiy on Results of Reforms, Stra for 
Transitional Period ” 


944E0510A Moscow NEZAVISIMAYA GAZETA 
in Russian 10, 15 Feb 94 


[Article in two installments by Grigoriy Yavlinskiy 
under the rubric “Concept”: “A Different Kind of 
Reform: An Alternate Strategy for the Transition Period 
Is Possible”’} 


{10 Feb p 4] 


[Text] The reform that began in 1992 consisted of 
several main elements. 


Stabilization of the ruble and the budget, and ruble 
convertibility. The result: 25-30 percent inflation, a real 
budget deficit amounting to 20 percent of GNP, and the 
ruble exchange rate in relation to the dollar has fallen 
from 100 to 1,600 rubles [R]. 


Privatization: In the current year the decline in produc- 
tion constitutes around 50 percent of 1989's [produc- 
tion}; investment in industry in 1993 was close to zero, 
while the outflow of hard currency to the West amounted 
to $15 billion. 


Improving management: The ranks of staff employed by 
the central executive authority have swelled by a factor 
of five to six. 


Crime, corruption... 


Perhaps it is time to thank the reformers and, without 
emotion, answer the question of how to proceed with 
reforms from now on so that at least at some time in the 
future we will get different results. 


The content of the book “Lessons of Economic Reform” 
is not a correction to the course of reform, not an 
exhortation for “more therapy and less shock” as is 
currently promoted by some people in the government 
and opposition politicians. It is a principally different 
transition period strategy. Its meaning is not in the 
self-withdrawal of the government but, on the contrary. 
in active actions by it in the area of demonopolization, 
the creation of a competitive environment, and privati- 
zation, with a serious accent on protection of property 
and development of national industry, as well as the 
creation of a financial system supporting savings, capital 
investment, and growth, which is the only road to true 
financial stabilization. 


The book “Lessons of Economic Reform,” which pre- 
sents a new understanding of reforms in the most com- 
plete and structured form, is now being readied for a 
second edition. 
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1. Failure—of the Free Market or the Government? 


Let us summarize a few things. Standard economic 
recipes were applied to the institutional, market, finan- 
cial, and political structures of Russia as they have been 
formed over 75 years in the environment of a planned 
socialist system; they consisted of deregulation, liberal- 
ization, and financial stabilization. As a result, the 
perception of a closed vicious circle has emerged in the 
economy; effectiveness dropped dramatically, and pros- 
pects disappeared over the horizon. Blood was spilled in 
the country. In this chaos it is very difficult to distin- 
guish what constitutes a change for the better (contains 
in it the seeds of future development of a normal free 
market economy), and what is an obvious weed that may 
overcome and destroy all the good plants if nothing is 
done. 


There is absolutely no doubt, however, that the outcome 
has very little in common with what the official 
reformers and Western well-wishers had hoped to 
obtain. 


I am frequently asked what I think is wrong in the 
reformers’ economic policy in the postsocialist countries 
of the former Soviet Union and what, in my opinion, 
should be corrected. Actually, I do not know the best 
answer. Imagine that you are an artist and you are shown 
a painting created by someone whose main problem is 
that the idea is not coming through. And then you are 
asked to correct, improve, this work. In all probability 
you will refuse and say that the only thing that can be 
done is to take a blank sheet and try to draw everything 
from scratch. 


Economic reform in a big country is not a case where you 
can throw away everything that has been done so far and 
start with a blank sheet. The misfortune of Russia and 
the other former republics of the Soviet Union is that the 
“picture” of reforms until now was being painted and is 
still being painted by absolutely different people. When 
the government is in a state such as it had been in the 
former Soviet Union and Russia over the past few years, 
it is very difficult to decide what is worse: trust the 
authorities or take the risk of going into the still 
“unknown country” of the failure of the Russian market. 
This truly is a Hamletian question, because in the 
Russian economy today problems are being created both 
by the market and by the government. 


The market is failing because technological monopolies 
are keeping prices and distortions in the area of wealth at 
a level that sometimes even exceeds the old distortions of 
the planned economy. The market is failing because 
property relations are not defined clearly; because 
market agents do not think strategically; and because 
there are no institutions that would ensure free and fair 
access to information resources, as well as competition 
in most markets. 


The government is failing because it has not been able to 
give up regulation. It still interferes in the economy, and 
by arbitrary and ineffective methods at that. The system 
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that rationalized this interference in a planned economy 
and the entire rationale for this interference have disap- 
peared, but the fragments of the old system may still be 
found here and there, except that now the primary role 
they play is that of a life support, providing “quite a nice 
life” first and foremost for corrupt bureaucrats. 


The government is failing because it cannot control the 
budget and money; cannot get things in order; cannot 
force economic agents to play by established rules and, 
moreover, cannot itself refrain from changing the rules 
from day to day. 


So, will we not perhaps improve the situation by 
choosing free market instead of government interfer- 
ence? After all, the free market has self-correction mech- 
anisms, and many failures of the system would be 
alleviated, provided the government had the will to truly 
remove itself from the scene. For instance, getting rid of 
arbitrary licensing, regulation, subsidies, and investment 
could put an end to a considerable part of corruption. 
This is the last bastion that needs to be conquered (from 
the position of those who insist on total liberalism). 


My answer to this may be divided into two parts. First, 
even if it were desirable, this is impossible, because 
Russia is not the United States of Thomas Jefferson. One 
of the legacies of communism is a very complex, 
extremely unreliable industrial-technological potential 
(not to mention the stockpile of nuclear, chemical, and 
biological weapons), which produced Chernobyl and 
may produce many others if the government does indeed 
decide to “resign” completely. It is also impossible 
because the time frame and costs of a reform based solely 
of market self-regulation will be so immense that they 
may exceed even the Russian people’s famous capacity 
for patience. 


I am literally very distraught over concerns about the 
“Weimarization” of the situation in East Europe—for 
instance, in Hungary—which serious politicians and 
scholars voice increasingly often. The socioeconomic 
situation in Russia is several times worse, and, corre- 
spondingly, the threat to its new institutions of political 
freedom and democracy is several times greater. But if 
political freedom and democracy fail in Russia, the 
entire world will feel the consequences. Therefore we 
must be very responsible in our professional assessment 
of the situation and in our actions. And the most 
important lesson we must draw from the experience of 
the past two to three years is that the state still should 
play a substantial role during the transition period. 


Second, in the current political conditions in Russia, no 
matter who is the head of the government, it is practi- 
cally impossible for them to do anything constructive. | 
respect and have high regard for some members of the 
Russian government. Nevertheless, I feel that on the 
whole we should not expect anything good from the 
current Russian government because of the bottomless- 
ness of the political crisis. 
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When Prime Minister B. Chernomyrdin was asked a 
question about the well-remembered July exchange of 
banknotes, he answered with the remarkable candor that 
I like so much in many current Russian politicians. “We 
wanted to do what is best,” he said, “but the result was 
as usual.” This was echoed by the statement of a prom- 
inent Russian businessman: “We really can depend on 
our government: If it can do anything to worsen the 
econontic situation, it will.” 


This second point does not necessarily mean despera- 
tion. On the contrary, for me at least it means only one 
thing—political conditions must be changed, and a new 
government that will be able to work effectively must 
come to power. How to achieve this is a separate topic. 
Therefore, permit me at this point to bypass this 
problem and go on to describe what kind of purposeful 
transformation is still possible in the current conditions. 


Our challenge to most economists’ perceptions regarding 
the genera! concept of transforming the postsocialist 
economy will consist of the following: 


1) It is impossible to achieve macroeconomic stabiliza- 
tion before a sizable and real private sector emerges 
in the economy and structural and institutional 
restructuring takes place. 


Macroeconomic stabilization as a goal placed ahead 
of everything else was a fallacious strategy from the 
very beginning (see DIAGNOSIS, EPIcenter, [Center 
for Economic and Political Research], May 1992). A 
planned economy is an economy specially set up to 
function without money in its true sense. Therefore it 
does not react to a tighter macroeconomic policy the 
way it is described in textbooks. In reality, for all 
practical purposes it does not react positively to 
macroeconomic regulation altogether, and if there is 
any reaction at all, it is very distorted, superficial, and 
very often—as in the case of foreign currency 
exchange rates—artificial. 


This may seem an exaggeration on our side, but it is a 
fact. And although certain market elements have 
emerged in the economy, the bulk of it remains 
untransformed, and therefore we are currently unable 
to do anything serious about either the budget deficit 
or inflation. 


2) It is impossible to correct disproportions in relative 
prices, create the correct motivation for producers, 
and reduce the loss of public wealth by merely 
removing controls and freeing prices. 


In order for Adam Smith’s “invisible hand” to bring 
the desired results, we, again, need institutional and 
structural changes, including a resolution of the main 
issue—property; real implementation of land reform; 
demonopolization of the economy—first and fore- 
most, liquidation of technological monopolies—and 
at least the first signs of competition; freeing enter- 
prises from the burde of financing the social sphere; 
and many other me:'sures. 
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Otherwise the disproportions that existed before will 
remain. Moreover, new disproportions are added to 
existing ones, forming a market economy of a very 
specific type. The outcome can hardly be cal!-d a 
more effective economic system, not to mention one 
providing greater fairness as compared to the old one. 


3) It is impossible to achieve either macroeconomic 
stabilization or correct maiket behavior without cre- 
ating conditions for economic growth, and on top of 
that on a basis completely different from the one that 
existed in the planned economy. 


The success of the stabilization program in Japan in 
1949—one of the most outstanding successes of stan- 
dard macroeconomic policy in modern history—was 
predetermined by the restructuring of production, as 
well as of demand and supply, that had taken place 
during the years preceding the stabilization pro- 
gram—from 1946 to 1949. All this had been taking 
place in an environment of considerable, sometimes 
even galloping, inflation. Also, we should not forget 
that the Korean War, which broke out soon after 
implementation of this program had begun, practi- 
cally removed the overheating of the economy by 
opening up greatly needed opportunities on the side 
of external demand. Moreover, for two more decades 
after the success of this program, state interference at 
both the macroeconomic and microeconomic level 
remained quite considerable. 


4) A model intended for small open economies is unsuit- 
able for the Russian economy. 


Until now the IMF [International Monetary Fund] 
and other advisers mainly had to deal with exactly 
this—small countries, including in East Europe. This 
is their first attempt to help a country that is so large, 
and it is quite natural that a different approach is 
needed here. For instance, the Russian economy 
cannot be based on only one export sector (for 
instance, fuel and power engincering), leaving all 
other industrial sectors to the mercy of fate. And 
external demand will never be able to make up for the 
collapse of domestic demand; in other words, a “Key- 
nesian” type of decline represents a much more 
serious problem here than in a small country. 


5) We cannot disregard political and gecpolitical factors. 


Russia is part of the former Union. Fourteen repub- 
lics of this former Union have declared their indepen- 
dence, but most of them will never be able to achieve 
real economic independence, at least in the foresee- 
able future. On the other hand, Russia cannot remain 
indifierent to this aspect—if for no other reason than 
because 25 million Russians live in the CIS republics. 


In addition, Russia itself is a grandiose conglomerate 
of heterogeneous regions, including many that used to 
consist of ethnic minorities [sentence as published]. 
No economic reform can be successful unless it takes 
this reality into account. 
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The topic of the correct political design for further 
transformations requires time and space exceeding 
what we are allotted for this article. Therefore we will 
outline only briefly what, in our opinion, can be done 
in order to channel the process underway in the right 
direction; how to give a boost to those transforma- 
tions that promise an effective market economy in the 
future and at the same time erect high defensive 
barriers against those trends that carry the inherent 
danger of leading the economy astray. 


2. The Effective Proprietor 


The main argument of supporters of self-development in 
privatization may be summarized this way: All state prop- 
erty must be transferred into private hands as quickly as 
possible. It is unimportant who gets this property initially; 
all that is needed is to enable free trading of newly acquired 
property rights, and in the end more effective proprietors 
will gain possession of this property. 


Needless to say, there is an enormous distance between 
this theoretical construction and real market conditions, 
since the market is always replete with all sorts of 
imperfections. However, the Russian Government's 
faith in this liberalistic dogma was so great that a whole 
system of so-called voucher privatization was specially 
constructed to accommodate this concept. 


We have already commented on the results of the priva- 
tization scheme. As to the vouchers, the only thing we 
could add here is that capital asset prices have multiplied 
tens of times over during the past few years even at the 
level of book value, let alone market prices. At the same 
time, the voucher’s market price has just reached twice 
its face value (R20,000). We have to remember, how- 
ever, that the face value of the voucher should have been 
correlated with the total value of capital assets measured 
in the prices of the 1970’s-1980’s. 


Thus, the total value of vouchers distributed to the 
population, a considerable part of which still had not 
been invested in anything, currently corresponds to only 
several percent of the total wealth they were supposed to 
represent. Of course, the price of a voucher, like that of 
any other capital, is never determined by its real or 
perceived share in some wealth, since the price of any 
capital is nothing other than a discounted sum of the 
future income flow expected from this capital. 


Income flow is controlled by directors of post-state 
enterprises, for whom the vouchers are nothing but a 
headache, since they do not help to attract additional 
capital but require that dividends be paid on them. In 
this sense the entire idea of “‘people’s privatization” is 
false from beginning to end. 


The concept of privatization in the environment of pur- 
poseful transformation must be completely different. A 
democratic government must for the last time truly act as 
a proprietor of state enterprises and resources. And in this 
role it must do everything possible to transfer this property 
into reliable (to the extent possible) private hands. 
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There were 23,766 enterprises in Russian industry in 
1992, of which 20,757 were the property of the state or of 
local bodies of authority. Many have already been con- 
verted into joint-stock companies in 1993, but this is 
actually collective property with a great share of stock 
still in the hands of federal authorities. It is not that easy 
to make the directors of all state and post-state enter- 
prises submit to government short- and medium-term 
plans for enterprise reconstruction so that the state, 
having studied these plans, could decide whether to leave 
these directors where they are or replace them. 


It is not easy, but it has to be done. If the Russian 
Government currently does not have enough resources 
to carry it out, then it may be just the area where 
technical aid on the part of developed countries could be 
best applied. In the process of putting together and 
studying these plans, the most important task is to 
prepare an outline for the break-up of a score of techno- 
logical monopolies. But even more importantly, from the 
standpoint of the “proprietor—director” problem, it is 
necessary to ensure an atmosphere in which directors are 
answerable to proprietors. First to the reformist govern- 
ment; then, as privatization progresses, to the stock- 
holders that will come with it. Naturally, directors them- 
selves may become these new owners-stockholders, if the 
government is satisfied with their activities in managing 
tk: enterprise reconstruction after a certain period of 
time, during which they will be monitored. 


Keeping in mind the confusion in the privatization 
situation, we have attempted to present our proposals in 
the form of consecutive steps (this scheme was proposed 
by my EPIcenter colleague S.I. Ivanenko): 


1. It is, of course, necessary to fulfill the obligations already 
undertaken—complete the exchange of privatization 
checks for stock. After that, announce no future use of 
vouchers for purposes of further privatization. 


2. On a mandatory basis, sign contracts with managers 
of state enterprises. The contract should envisage 
only two points: the manager’s obligation not to allow 
the enterprise to go bankrupt and the obligation to 
submit and iraplement a plan of enterprise recon- 
struction and its preparation for real privatization. 


3. Provide incentives in the form of tax and other 
preferences to transfer the controlling share of stock 
from enterprise employees to large institutional 
investors. 


4. Revise the entire legislation, including administrative 
acts, in the direction of establishing the priority of 
private law. Draft and adopt the laws (the Civil and 
Trade Codes, etc.) that are absent and repeal those 
that are obsolete. Laws should be primarily of the 
direct action kind, with a clear mechanism of imple- 
mentation and concrete sanctions in the event of 
violation. 
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5. Conduct privatization of state property only through 
auctions (the factor mentioned in the past was lack of 
money; now there is money and it is sitting in 
Western banks). 


Expand the privatization front: Rights of limited avail- 
ability, which the state grants to commercial compa- 
nies, must be sold, and only at open auctions and only 
publicly. For instance, the rights to lease land in the 
central part of major cities, export licenses, etc. 


6. Organize a system ci antitrust bodies’ control over 
the activities of local authorities. It is necessary, 
through the use administrative methods, to protect 
and develop competition in the market of goods, 
capital, and labor: the allocation of facilities and 
control over wholesale and retail markets; increasing 
the number of stores; the sale of housing and alloca- 
tion of land; squeezing out the mafia; and so on. 


7. Dramatically cut state procurement in the agro- 
industrial and fuel and power generation sectors 
(sectors that rece've the largest subsidies): accelerated 
denationalization, phased reduction of subsidies 
(time frame should be officially announced), organi- 
zation of a market in agricultural commodities 
futures, and privatization of the main elements of 
distribution systems. 


8. Set up a system of voluntary reorganization of enter- 
prises (“voluntary bankruptcy”) with state support: 
investment, credits, preferences, managerial cadres. 


To encourage the voluntary bankruptcy of chronically 
insolvent enterprises (50-100 enterprises over three 
years), develop individual packages for voluntary bank- 
rupts, which will include clear points of reference: 


—reorganization of production and management; 


—assessment of the enterprise’s financial and economic 
prospects; 


—appraisal of the enterprise’s (property) market value; 
—search for investors; 
—placement of stock in the securities market. 


Another urgent task in the area of privatization is the 
development of a secondary market of privatized assets. 
The dual system of prices for most capital assets must be 
liquidated as quickly as possible. In those instances when 
for certain reasons it is not desirable to sell capital assets 
and capital to those who offer the highest price (keeping 
in mind the already developed very uneven distribution 
of financial resources, caused to a considerable extent by 
the ineffectiveness of the 1992-1993 policy and “‘mafia- 
ization”), public auctions should be held, with clearly 
defined and widely publicized decisionmaking criteria 
and mechanisms. 
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3. Industrial Policy and State Investment 


The “government of reform” was not only the first 
post-Soviet government but also the first government 
that was knowledgeable in economics, at least in theory. 
To employ a chess analogy, we had for the first time a 
government that knew how to move the pieces on a chess 
board. But in order to win the game it is not enough to 
know how to move the pieces. The chess player must 
have a strategy. At the time the government said that the 
situation was so urgent that at least some kind of game 
had to be started immediately, and then the necessary 
moves would pop up on their own. as the situation 
developed. But even a chess genius is unlikely to win a 
game by merely responding to his opponent’s moves, 
without understanding the game design as a whole. In 
this particular case, events themselves handed down 
judgment on the quality of the players. 


The net result of the reform plan (if there was one at all) 
implemented in Russia in 1992 was a further exacerba- 
tion of distortions in relative prices and preservation of 
the inefficient structure of industry. The share of sectors 
producing intermediate products in the GDP, already 
high in the Russian economy, has grown even more over 
the past two years since wholesale prices increased most 
in the primary sectors (in the fuel and power generation 
sector, including due to high external demand); followed 
to a lesser extent by intermediate sectors (such as met- 
allurgy, chemical and petrochemical production); even 
less in machine building; and least of all in light industry, 
with the exception of the food processing industry where 
they increased somewhat more. At the same time, the 
rate of retail price increases continuously lagged behind 
that in wholesale prices, and the difference between these 
two indices since 1990 has exceeded 3,000 percent. 


The post-price liberalization cause-and-effect chain that 
has produced this paradoxical situation may be described 
as follows. The persisting sellers market and technological 
monopolies resulted in price rises for primary resources 
and intermediate products. At the stage of final demand 
the government attempted, albeit unsuccessfully, to intro- 
duce strict budget restrictions, constraining monetary 
income and cutting back on state procurement of arma- 
ments. In this area a buyers market began to emerge, but 
only for the final product. This began to exert downward 
pressure on retail prices and wholesale prices in those 
sectors that are positioned closest to the final consumer. 
The latter could not sustain their costs and sharply cut 
back on the level of production. 


At this stage the government and local bodies of 
authority had to interfere. Especially local bodies of 
authority, which now have the responsibility for subsi- 
dizing retail prices, and which implemented their own 
system of subsidies, which lead, among other things, to 
sharp regional price differentiation. For instance, in 
June 1993 a kilogram of bread cost R56 in Nizhniy 
Novgorod, R32 in Samara, and R18.67 in Ulyanovsk. 
These three cities are in the ame geographic region and 
their populations’ income evel is approximately the 
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same. The central government had to compensate for the 
losses of suppliers producing for the final consumer, The 
system of subsidies, which in the past was more or less 
evenly distributed throughout the economy, is currently 
skewed toward production and sales of foodstuffs, light 
industry, and the defense sector. The government also 
was forced to considerably subsidize imports of con- 
sumer . The share of subsidies in the GDP is at the 
level of about 30 percent, while preferential credits that 
went mostly to the state-controlled agrarian sector and 
the fuel and power generation complex topped 12 per- 
cent of GDP in 1992. This is a serious failure of the 
economic program, which basically was envisaged as one 
founded on a liberalistic approach. 


Instead of these self-destructive measures, which do not 
lead to real structural technological restructuring of 
relative prices, we propose a different approach, the 
cornerstone of which is a carefully thought-through 
industrial policy. 


A task of enormous importance is to get rid of techno- 
logical monopolies. However, in most cases this is con- 
strained by the fact that giant state (post-state) enter- 
prises, whose labor force in some instances numbers in 
the hundreds of thousands, maintain the entire life 
support system of large cities: housing, medical services, 
child care facilities, recreation facilities, and even edu- 
cation are dependent to a considerable degree on state 
enterprises, whose directors frequently behave like 
feudal lords in their fiefdoms. However, by now this 
system already represents an unsustainable burden for 
post-state enterprises. 


The results of our research in Nizhniy Novgorod have 
revealed the following picture. A considerable number of 
state and post-state enterprises directed up to 80 percent 
of their profits to support of social infrastructure. There- 
fore, the first step on the road of structural restructuring, 
conversion in the military-industrial complex, and 
breaking up monopolies should consist of separating 
social infrastructures from state and post-state enter 
prises. Many things, including breaking up industrial 
giants into several parts, simply cannot be carried out 
without it (see “Nizhniy Novgorod Prologue,”” Moscow, 
1993). 


The next task of industrial policy is to create a mecha- 
nism for the redistribution of resources between sectors. 
This mechanism currently practically does not exist. The 
structure of production is rapidly changing in current 
prices. But profits and losses in different sectors of the 
economy practically do not lead to a situation whereby 
new companies open in some sectors and old ones close 
in others. And the reason is that there is no true market 
in any of the three production factors: labor, land, and 
capital. Therefore redistribution of resources will be 
possible only when these markets are created and orga- 
nized, and also when they have financial resources 
available. The state should play a most active role in 
carrying out this task. 
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The formation of the labor market will be partly achieved 
when social infrastructure, including housing, is sepa- 
rated from enterprises. Other steps in this direction 
should include state support for part-time training while 
continuing work, and creating a support system for small 
and medium-size businesses, especially in agriculture, the 
service sector, etc. 


A market in land cannot be created with land reform. 
Although some progress has been achieved in the area of 
limiting state kolkhozes’ monopoly on agricultural land, 
nevertheless the legal situation in this respect remains 
very confusing, and land reform remains an item on the 


agenda 


A market in urban and industrial land also should be 
developing under appropriate political guidance on the 
part of the government. As to fixed assets and other 
capital goods, the privatization scheme described above 
should create the conditions for this market. 


As soon as these funds find their new owners vested with 
all rights—whether they are the current managers of 
post-state enterprises or someone else—their true capital 
value based on the expected future income flow can be 
determined. This will root out the current dual price 
system, in which one is laughably low, while the other 
also is in many instances inadequate since it includes the 
elements of a purely speculative market. 


And, finally, the government should play an active role 
in determining priority sectors in industry and forming 
the future industrial structure. The solution to this task 
must first and foremost include laying a foundation for a 
substantial economic growth built on these priorities, 
which represents in the final analysis the main condition 
for achieving macroeconomic stabilization. 


An approach from the position of vulgar liberalism 
currently leads to hypertrophied growth in the primary 
sector and a gradual washout of the processing industry. 
We are convinced that this trend should be halted. 
Russia, with its resources and human potential, can and 
should be a modern industrial country. But vulgar liber- 
alism will not lead us there even in the most distant 
future. Instead of simply relying on market forces, the 
government should create a serious program for devel- 
opment of the processing industry on a new basis, and 
one of the priorities on the part of the government 
should be in the sphere of basic infrastructure— 
construction of auto and rail roads, means of communi- 
cations, and housing. One may consider this utopian 
given the current crisis in the budget sphere, but we will 
try to show that this not the case. 


There are currently many plants or, for instance, mines 
that are so obsolete in terms of technology and equip- 
ment that it is cheaper to close them than modernize 
them. 


They are still being artificially kept afloat by direct or 
indirect government subsidies. It would be possible, for 
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instance, to use labor resources engaged at such enter- 
prises in, for instance, public housing construction, 
where an incentive for workers themselves would be a 
share in the ownership of the newly constructed housing. 
This can be done without increasing the budget deficit. 


This logic is even more universal. It is true that by 
manipulating the figures the government has been able 
to reduce the federal budget’s statistical deficit to 7-8 
percent of GDP, but the all-inclusive deficit as calculated 
by the IMF still amounts to 20-25 percent, and the 
difference mainly consists of subsidies that do not go 
through the budget, and preferential credits. What is 
really bad in all this is that the greater part of the deficit 
is used almost fully for consumption and issuance of 
credits to settle current accounts between enterprises. 
The banks use the money in enterprises’ accounts for 
short-term lending, earning enormous profits. Thus, the 
current system of combating the budget deficit has 
practically replaced long-term government state invest- 
ment by short-term credits for current operations, to 
which on top of that the banks in practice add their own 
“tax.” If the government returns to long-term invest- 
ment in the development of basic production infrastruc- 
ture and support of modernization of priority sectors in 
industry, while simultaneously reducing the availability 
of current capital (which only serves to perpetuate eco- 
nomic inefficiency), it will not increase the correctly 
calculated budget deficit as such, and at the same time at 
least will provide a ray of hope that this deficit will bear 
some fruit in the future rather than leading to ruin. 


The next important priority should be conversion of the 
military-industrial complex [VPK]. Much has already 
been said about this, but little has been achieved. Freeing 
state-owned VPK enterprises from their social infra- 
structure is one step; another should consist of a state 
investment program, in this instance based on attracting 
credits. Finally, as to selection of other priority sectors in 
industry, politicians may use the following dual criterion 
used by Japanese politicians in 1950’s-1960’s, namely, 
the sectors selected should have, first, the highest poten- 
tial for labor productivity increase, and second, the 
highest income-related demand elasticity. 


It is interesting to note that the primary sector is 
excluded by both criteria even without any special 
research. Taking into account also 2 Keynesian-type 
depression, we can currently add another criterion—that 
of a high multiplicative effect. 


Of course, an acute need for foreign currency will force 
the government to pay attention to oil production and 
other resource sectors. Nevertheless, the role of these 
sectors in the government’s strategic industrial policy 
(we are not talking here about the realities of the current 
Russian economy as a whole) must be limited to simply 
ensuring sufficient export earnings to cover the most 
acute state needs. If the government succeeds in imple- 
menting such an industrial strategy, in the final analysis 
it will also be able to achieve a change in a real market 
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situation, that is, the processing industry will displace 
the primary sector in its role as Russia’s main export 
potential. 


[15 Feb p 4] 
[Text] 


4. The Banking System, Money, and Savings 


We have already noted several times that economic 
growth is needed in order to stabilize the national 
financial system and its currency. But there is also a very 
important reverse influence of financial system on 
growth. It will be impossible to achieve growth and 
structural restructuring, especially in the current Russian 
conditions, unless the policy in the sphere of the real 
economy outlined above is supplemented by adequate 
measures in the financial sphere. 


We are not talking here about a standard stabilization 
program. It has already failed, and | think it is now clear 
to everybody why. In what follows I want to use the logic 
presented for the first time by Schumpeter in his famous 
“Theory of Economic Development.” His concept of 
economic growth was based of the notion of “innova- 
tor,” one who is capable of utilizing some new combina- 
tion of resources in order to produce more efficiently 
than the current technology of general equilibrium per- 
mits. In utilizing these new combinations, innovators 
earn profit, which is then offset because scores of emu- 
lators emerge, but it is offset only to finish its cycle as 
higher payment for “primary production factors,” that 
is, in increased net economic wealth. However, in order 
to utilize these new combinations, entrepreneurs need 
liquid resources in order to initially offer “production 
factors” higher prices and lure them away from less 
efficient producers. 


The general logic of monetarist theory usually looks at 
the process of money creation and the functioning of the 
banking system at the macroeconomic, that is, aggre- 
gated level. For Schumpeter, on the other hand, the role 
of banks consisted mainly in their enabling a fast transfer 
of resources between sectors and making liquid resources 
available to potential innovators. In other words, banks 
do not merely make money. In making money, they at 
the same time accomplish the needed redistribution of 
resources in the economy. This point of view is practi- 
cally completely lost in the current general logic of 
macroeconomic analysis, which still (following Irving 
Fisher) believes that ‘“‘monetary inflation cannot 
increase the production of farms and factories, cannot 
speed up the movement of trains or vessels. The flow of 
business depends on natural resources and technical 
conditions, not on the amount of money” (I. Fisher. 
“The Purchasing Capacity of Money,” 1912. p 155). 
There is a case, however, where this contention does not 
stand: When “monetary inflation” is accompanied by 
redistribution of money from some users to others, 
especially in conditions of enormous potential, in order 
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to improve economic efficiency. This is precisely the 
situation that is characteristic of the Russian economy 
today. 


Commercial banks, of which there are currently about 
2,000 in Russia, lend money only short-term. One 
cannot expect anything else of them in an economy 
where the annual inflation rate is measured in four-digit 
figures. Real interest rates rose substantially in 1993 but 
remain negative. At the same time, the banking system 
maintains high profitability, which is achieved in the 
following three ways: 


—first, many loans are issued for an extremely short 
term—between one and three months—and a consid- 
erably higher interest rate is applied in this type of 
lending; 


—second, interest rates on deposits are naturally lower 
than interest rates on loans, while the banking system 
has a legal monopoly of clearing transactions between 
enterprises. Therefore, it is quite enough to simply 
issue loans with a mark-up on the interest rate paid on 
enterprises’ clearing accounts (perhaps the widespread 
intercompany credit—the nonpayments problem— 
may be partially explained by enterprises’ desire to 
avoid this de facto taxation by the banks); 


—third, many major banks effectively combine ruble 
and dollar loans, thus raising the effective interest 
rate. There are known instances where enterprises in 
need of rubles received bank loans in which 50 percent 
were made up of dollars. For instance, during the 
second half of 1993, when the ruble exchange rate to 
the dollar was stable, and the interest rate on loans in 
rubles stood at 200 percent, this meant that the 
200-percent interest rate was also applied to loans in 
dollars. 


All these means serve any goal except the one, the main 
one, that the banking system should serve in the current 
Russian economy. Therefore, the government must 
absolutely urgently create a system of state and private 
banks that will provide long-term financing. Long-term 
loans currently are provided by the Central Bank and are 
distributed mainly through the group of banks that are in 
fact former government banks commercialized in 1991, 
which makes them very political in nature and does not 
guaraniee efficient research and monitoring. This system 
must be replaced by a system of state and private 
long-term financial institutions that would operate with 
government support and coordinate their activities with 
the World Bank, the Europear Bank for Reconstruction, 
and other international financial institutions that wish to 
help Russia finance its long-term economic restruc- 
turing. Again, the know-how of the Japanese financial 
system in this respect could be very helpful. Western 
financial aid to long-term development and conversion 
could be channeled through these long-term loan insti- 
tutions, with the compulsory participation of experts 
from the donor countries in the selection of projects and 
monitoring of their realization. 
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Another task, which is very important if we want to have 
these long-term projects financed in the final analysis not 
by a budget deficit but from private sources, is to 
increase personal savings. The Savings Bank tradition- 
ally held and to a considerable extent continues to hold 
a monopoly in the accumulation of small personal, 
“individual” capital. However, the interest rate on 
deposits is low. If we direct the money accumulated 
through the Savings Bank into long-term investment 
loans, it will not be possible to increase these interest 
rates. Social savings deposits, with repayment in kind 
(for instance, in the form of automobiles), were tried 
during the last years of the Soviet Union, but what 
amounted to a default on the part of the state on its 
obligation sharply decreased confidence in them. Never- 
theless, perhaps a new government should try to intro- 
duce them again, this time providing complete state 
guarantees against deception. 


The experience of Russia itself in the 1920’s can perhaps 
be used as a means of stabilizing the currency and 
stimulation of savings. This experience consisted of 
introducing a new parallel currency completely backed 
up by liquid reserves, precious metals, and hard curren- 
cies. We have already mentioned that the need for a 
stable monetary unit is very broadly felt in the emerging 
market economy in Russia today. 


This vacuum is partially filled today by the American 
dollar and German mark, but it would be much more 
sensible to have a national currency that would be stable 
in internationa! terms and fully convertible. The right to 
issue such currency should not be granted to any of the 
currently existing central banks of the former USSR, 
including the Bank of Russia—it should be vested with a 
specially created bank managed by a group of absolutely 
politically independent professionals. 


The new money should be introduced into the economy 
very carefully and gradually in order the preserve a fixed 
exchange rate between it and an individual hard cur- 
recy or basket of currencies. Initial means may be 
drawn from the ruble stabilization fund, which is so 
widely discussed but is doomed to remain no more than 
a phantom in an environment where the ruble is used 
practically without limit to simply cover the current state 
budget deficit and Central Bank credits to provide 
working capital. This new money, because of its stability, 
will gradually but surely displace all soft currencies, 
probably including the current Russian ruble itself, while 
simultaneously easing repatriation of money from 
abroad. This effect was achieved in the 1920's in less 
than two years. 


5. The Russian Federation and the CIS 


In conclusion we would like to dwell on the problems of 
the Russian Federation and the CIS. The task is to replace 
the chaotic and destructive disintegration of organized 
decentralized authority, s"pplemented by coordinated 
regulation in the spheres that must be regulated. 
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It is clear that true systemic and structural changes must 
mainly and first and foremost develop from below. But 
the role of political leadership is to organize these 
changes and give them a certain direction. This includes 
not only economic problems but also first and foremost 
problems of the political organization of the state. What 
is currently happening in this sphere by general admis- 
sion constitutes one of the main obstacles to the path of 
economic reform, although, as our economic analysis 
shows, the importance of this sphere is indeed being 
somewhat exaggerated. 


The first Soviet reformist regime of President Mikhail 
Gorbachev began a deep-reaching political transforma- 
tion but had to leave the scene because it had never really 
began true economic reform. The new reformist regime of 
President Boris Yeltsin fell victim to another extreme. His 
government has not taken a single step in two years to 
continue the process of political transformation. As a 
result, the reform process has again rolled into a dead end, 
the attempt to get out of which resulted in bloodshed in 
October 1993. I have already on occasion compared the 
process of transforming postsocialist societies with riding 
a bicycle. The left pedal is political reform, the right 
pedal—economic. If you stop pushing, that is, apply the 
brake to one of the pedals, the bicycle immediately 
overturns. 


The topic of political reform is on the whole outside the 
scope of this article, but some political initiatives are 
absolutely necessary in order for the transformation 
process described in the preceding subsections to begin 
to take place. 


First, a much more effective decision must be made on 
the form of the Federation. This includes not merely 
separation of authority but, more important, the distri- 
bution of authority between the center and the regions. It 
is meaningless to resist decentralization—it is needed 
both politically and economically. The fact that with 
respect to many aspects of privatization, pricing policy, 
and social programs power has been delegated to local 
authorities is a step in the right direction, but the 
paradox of the current legal situation is in that too many 
important matters are under “joint jurisdiction.” In our 
view, the central government should retain enough 
authority and levers with respect to heterogeneous Rus- 
sian regions to enable it to effectively block chaotic 
disintegration, which in the final count will be dangerous 
for all the regions comprising the Russian Federation— 
without exception. Of course, for a certain time period 
the south, rich in grain, or Siberia, rich in oil, will be able 
to ignore the industrial centers in the Volgo-Vyatka 
region or the North Urals, but disarray in Arzamas-16 or 
Chelyabinsk-5, situated in precisely these regions, may 
destroy the entire country and a considerable part of 
Europe. 


The realities of Russian industry and infrastructure are 
such that they, much like the Russian military machine, 
will continue to call for a strong coordinating and 
controlling role of the state for many years to come. 
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As to purely economic aspects of the transformation 
process, our opinion is that coordination must be carried 
on not only in Russia but in the entire CIS, The econo- 
mies of all the newly independent states are still so much 
intertwined that, especially bearing in mind industry's 
low capacity for charge, it is much cheaper tc gradually 
phase out the existing system of division of labor than to 
destroy it overnight. This simple truth is currently 
gaining understanding all over the territory of the former 
Soviet Union. 


Border control between former Soviet republics is prac- 
tically nonexistent, and therefore it is important not to 
get carried away by attempts to set up customs controls 
at borders but instead to set up a Customs Union, using 
the borders of the former Soviet Union that are well- 


equipped for that purpose. 


Economic ties between enterprises situated in different 
newly independent states should not be subjected to any 
regulation or restrictions; the same goes for movement of 
goods, labor, and capital. A common currency area is in 
the interests of all the republics, including Russia. How 
to form this area, however, is a delicate problem. The 
economic potential of the Russian Federation is so 
overwhelmingly great that it will still de facto play a 
leading role in any multilateral agreement, but if other 
newly independent states begin to suspect foul play or 
encounter direct diktat on the part of the Russian 
Government, as occurred in some recent proposals 
regarding the ruble zone, the problems of the common 
currency will be sharply politicized and will become 
practically unresolvable. 


In addition, it is completely unclear, no matter from 
which angle we look at it, why it is that the Russian 
Government and its Central Bank—-which allowed infla- 
tion to reach 2,600 percent the year before last and | ,000 
percent last year—should be entrusted with the task of 
maintaining the value of the common currency. 


In this respect our proposals for the introduction of a 
new convertible currency controlled by an Independent 
Reserve Bank and a Banking Union, for instance, may 
offer one way to avoid these difficulties. A special bank 
for mutual clearing between CIS countries also may be 
set up on the basis of Western credits convertible into 
this new currency. Simplifying clearing procedures 
between CIS countries could become an important step 
on the path to economic revival. 


In 1991 we proposed and prepared the Economic Union 
Treaty, which was signed in October by the heads of 10 
republics-newly independent states. At the beginning of 
December 1991 the leaders of Russia, Ukraine, and 
Belarus met in Minsk and decided to take another road. 
They were sc overcome by enthusiasm on the subject of 
the new agreement they had just happened to think of 
that they even without hesitation renounced their signa- 
tures on the previous agreement. Actually, this was only 
one of this kind of action in a chain of endless reneging 
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on previous promises and political statements. Unfortu- 
nately, all this did not start then and did not end there. 


The very course of history over the past two years has 
proven that we were right to insist on an economic 
union. Now those same politicians are beginning to 
speak differently. It is becoming obvious even to them 
that it is impossible to implement an effective reform 
policy in countries without borders and customs, 
without a currency and financial system, without law 
and order, with ties disrupted both internally and 
between sectors; on top of this now dozens of self- 
proclaimed regional sovereignties, presidents of small 
regions, and ethnic and civil conflicts in many parts of 
what was recently one country and remains to a consid- 
erable extent a whole entity as a territory of habitation. 


An economic treaty between the republics of the former 
USSR was signed in September 1993 for the second 
time, two years later. It is clear that without it, reforms 
cannot succeed. Will the current politicians want it to 
work? I do not know; I am not sure. 


ene 


Both we and our opponents of substance support liber- 
alization. But there are two different kinds of liberaliza- 
tion. Vulgar liberalization has set free supermonopolistic 
monsters and let go of traditions, relations, systems, and 
the ties of the command economy. What we want is for 
society to be free of such an economy. 


How the history of our country will look in the 2\Ist 
century depends to a great extent on whether we give a 
free hand to the mafiosi monster of the totalitarian 
economy or whether we are able to overpower it this 
time. This is the angle from which we view the processes 
currently underway and the criterion by which we mea- 
sure our political decisions. 


Gaydar on Economic Ills, Political Future 


PM0403103594 Moscow ROSSIYSKIYE VESTI 
in Russian 3 Mar 94 p 11 


[Interview with Yegor Gaydar by Oleg Bondarenko at 
the Institute of Economic Problems of the Transitional 
Period, under “Reform” rubric; date not given: “The 
Three Faces of Gaydar: the Economist, the Politician, 
and the Entrepreneur’’—first paragraph is introduction] 


[Text] | met with Yegor Gaydar at the Institute of the 
Economic Problems of the Transitional Period, which he 
headed prior to his return to the government. Now he 
has returned to the director’s chair. 


[Bondarenko] Did you not quit the institute during your 
time in the government? 


[Gaydar] No, I left these walls temporarily, although I 
maintained many links with the institute. 


[Bondarenko] Clearly it is dear to you personally. 
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{Gaydar] Of course, because the institute represents a 
community of skilled specialists. Many of them think as 
I do. On the whole this is a viable scientific collective. 


[Bondarenko] Would you say that this is your scientific 
school? 


[Gaydar] I would not put it that way. It is more a 
question of a group of economists who came with me to 
carry out reforms. 


[Bondarenko] As I understand it, whatever the situation, 
you intend to use the institute to advance the reforms 
which have begun? 


[Gaydar] In any event we shall try to do everything in 
our power to give a precise analysis of what is going on, 
to express our views on what is being done right and 
what is being done wrongly, and to submit our own 


proposals. 


[Bondarenko] On the matter of analyses, incidentally, 
what is your assessment of the country’s socioeconomic 
situation at the present time’ 


[Gaydar] It is characterized by a considerable instability. 
The most serious problem, in my view, is the lack of 
determination on the part of the organs of power to 
continue to implement the economic course adopted. 
We have already seen how in the period between 1989 
and 1991 an ominous situation developed in which the 
old system of economic management had already out- 
lived itself but the union authorities could not make up 
their minds to embark on a new one. Consequently the 
most urgent question today remains that of stepping up 
the dynamic transformations so as to more quickly 
organize the kind of integrated life-support system for 
the country which would be based on market relation- 
ships, private ownership, and civil law. 


In my view, things began to go wrong at the start of 1993, 
when the rate at which outmoded economic structures 
were being dismantled slowed considerably. That is why 
the former sources of financial receipts rapidly ran dry, 
while the proper preconditions for new sources were 
simply not created. 


[Bondarenko] How long can this uncertainty go on? 


[Gaydar} World experience suggests, unfortunately, that 
there is certainly no definite time limit. For example, 
there is a whole series of states which, like Russia, have 
moved away from socialist methods of economic man- 
agement but have not been able to find within them- 
selves the strength to carry the reforms they have begun 
through to their logical conclusion. Although, it is true, 
some countries can already boast of successes. 


[Bondarenko] In your opinion, which countries have 
been successful? 


[Gaydar] Well, first of all 1 would name Poland. You will 
recall how back in the late eighties it had far more 
appalling indicators of declining output volume than, for 
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instance, Romania, which was not very prosperous at 
that time either. But whereas Bucharest is still unable to 
cope with such a decline, Warsaw has managed to 
improve the situation for three years now and has 
recently achieved tangible and stable growth of the 
national economy. 


[Bondarenko] Nevertheless, in Poland they also change 
the composition of the government quite often, the 
country is periodically shaken by strikes, and there are 
demonstrations of discontent. 


[Gaydar] All of this merely demonstrates one thing: The 
process of the transition to the market is bound to have 
problems by virtue of its complexity and extraordinary 
nature. Thus even when its implementation is generally 
successful, a temporary socioeconomic tension is always 
bound to occur. In addition to Poland, the Czech 
Republic and Hungary have also been coping with the 
reforms quite well. 


[Bondarenko] How, then, do you explain the undoubted 
economic successes of such recently poor countries as 
China and Vietnam, even though the regimes there are 
still authoritarian and they still have party general 
secretaries as leaders? 


[Gaydar] It is simply that in those countries we see an 
example of economies which are only just becoming 
industrialized. In that sense the states you mention are 
comparable more with the Russia of the NEP period and 
the subsequent industrialization. In China and Vietnam 
a large part of the population is still employed in the 
agrarian sector. Thus the potential for the redistribution 
of labor resources to industry is still huge there. So 
comparing their situation with the present situation in 
Russia is unacceptable, in my view. Especially since the 
level of poverty in those countries and in ours still does 
not favor them. 


The question here is more one of whether it is possible in 
industrialized postsocialist countries to make the transi- 
tion from the plan to the civilized market gently and 
painlessly. At the present time we have approximately 23 
states, including the former republics of the USSR, 
which made the transition between systems between 
1989 and 1994. Their experience suggests that the 
attempts to implement the reform slowly and in small 
steps, with one eye on the past, without counting the 
cost, and retaining state monopoly of the management of 
the economy entails the most catastrophic failures. The 
closest example of that is provided by Ukraine, with its 
policy of rock-bottom prices. Nevertheless, that is effec- 
tively what the leaders of Civic Union, the communists, 
and the agrarian-industrial factions in parliament are 
urging us to do. 


For my own part I drew the conclusion long ago that 
indecision during the transition to fundamentally dif- 
ferent forms of economic management is the worst sin. 
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[Bondarenko] Are there significant differences between 
Zhirinovskiy’s econonmic program and what is offered 
by, say, the communists and agrarians? 


[Gaydar] Zhirinovskiy has no economic program at all. 
How can you describe a great mass of empty promises as 
an economic program? 


[Bondarenko] Yegor Timurovich, is there anything for 
you to criticize yourself for during your tenure as head of 
the government? 


[Gaydar] That is inevitable. First, for not doing enough 
to explain our work. Furthermore, we did not do enough 
to create a theoretical base to ensure the irreversibility of 
the reforms. 


[Bondarenko] I can somehow understand the rejection of 
your program by the venerable academics whom Kon- 
stantin Borovoy called, aptly I think, the pensioners of 
perestroyka. However, how do you explain the fact that 
you were and still are sharply criticized by those who 
would seem to be your potential supporters, people of 
undoubted democratic convictions and, furthermore, 
your coevals. I have in mind Grigoriy Yavlinskiy and 
Larisa Piyasheva. Would it not be better to win them 
over to your side and include them in the government 
rather than simply leaving them among your opponents? 
Because, it seems to me, many people are confused and 
cannot make up their minds which of you they ought to 
trust. 


[Gaydar] I would gladly take Grigoriy Alekseyevich into 
my team, but I fear he would not accept. 


[Bondarenko] Did you sit down with them at the same 
table, counter their objections, and come to some kind of 
consensus? 


[Gaydar] I have spoken with Yavlinskiy many times. 
And I was convinced that we do not have as many 
substantial differences of opinion as we may seem to 
have to outsiders. The only problem is that our views do 
not coincide on certain practical steps in the implemen- 
tation of the reforms. 


[Bondarenko] What about Larisa Ivanovna? 


[Gaydar] To be honest I have not had the occasion to 
meet with her. I do know, however, that Anatoliy Chu- 
bays has had a thorough discussion with her on the 
problems of privatization. As is well known, Piyasheva 
was the initiator of the so-called wholesale privatization 
carried out in Moscow. As a result the majority of the 
capital’s stores passed virtually for nothing into the 
hands of the sales staff alone, which had dire conse- 
quences for the efficiency of the trade sector. 


[Bondarenko] You will remember that when you were 
premier many business people explained their exclu- 
sively commercial activities by saying that excessive 
taxation simply does not allow them to invest resources 
in production. 
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[Gaydar] On the whole I agree with such assertions. 
Taxes in our country are indeed high. Thus their gradual 
reduction is, generally speaking, our state’s strategic task. 


[Bondarenko] But was it impossible to act differently 
before? 


[Gaydar] Bear in mind that taxes are set in such a way as 
to cover state expenditure. At present state expenditure 
is so high that it does not allow enterprise to develop 
normally in this country. We in the government sought 
to create the preconditions for the gradual lowering of 
expenditure, to which end it was proposed to reduce 
appropriations for defense, cut subsidies on imports and 
in the national economy in general, and abandon pref- 
erential credit issue and everything else which has an 
adverse effect on the level of taxation. But strange as it 
may seem, it was for steps such as those that we were 
criticized most. 


[Bondarenko] After the collapse of the USSR, the great 
many union departments, ministries, and party commit- 
tees at various levels were scrapped, of course. As a 
result, in Moscow alone a mass of official buildings were 
due to be vacated. But what has happened in practice is 
that there is a chronic shortage of them. Does this mean 
that the administrative apparatus has not only not been 
reduced since then, which could logically have been 
expected, but on the contrary has grown even larger? 


[Gaydar] I must object straight away that a considerable 
part of the premises are actually not now occupied by 
administrative organs but are leased by commercial 
structures. As for the former union sectoral ministries, 
they have virtually all been transformed into concerns 
without changing addresses. Nevertheless, I do not deny 
that the old managers were able to adapt very quickly to 
the present economic conditions. Both because of the 
inconsistency of the reforms and the fact that the most 
important levers of individual control held by function- 
aries were not dismantled, with the latter managing to a 
considerable extent to seize real power at a new level. 
You have deprived us of the opportunity of allocating 
funds and setting limits, they say, so we will distribute 
quotas and preferential credits just as successfully. 


[Bondarenko] Your opponents claim that relative finan- 
cial stabilization has largely been secured by artificial 
means. They cite the chronic holdups with wage pay- 
ments, the state’s tremendous internal debts, irritating 
problems with mutual nonpayments, and much else 
besides. They even predict that one fine day it may all 
burst like a soap bubble and total collapse will, they say, 
hit the economy. 


[Gaydar] I agree with one point you made. The excessive 
financial promises made a year ago have caused a very 
severe financial crisis which is still having a very painful 
effect on the Russian economy. Because nonpayments 
and underfunding of state spending have regrettably 
become a regular phenomenon. Hence the endless com- 
plaints from all quarters. 
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Thus, the gap between financial commitments and real 
potential has proved an extremely unpleasant fact of life, 
the result of ill-conceived government decisions. This 
must of course be taken into consideration and our work 
must be geared to this. Nevertheless, amid these unfavor- 
able conditions we have nonetheless been able to drive 
the rate of inflation down from 26 percent last August to 
21 percent in September, 16 percent in November, and 
end the year on 13 percent. We brought about the marked 
improvement in the picture not by reducing current state 
funding but by cutting back excessive state commitments. 


[Bondarenko] Do you not think that the dictatorship of 
the proletariat which the Bolsheviks discussed at such 
length is today manifesting itself more perceptibly than 
ever? You only have to compare the wages of a professor 
at a higher educational establishment and a miner. 


[Gaydar] As for miners’ wages they are by and large not 
as high as they were in the former Soviet Union, say. At 
the same time there are many industrial sectors where 
the pay is extremely miserly. However, I do agree with 
you on another point. The income of representatives of 
fundamental science, culture, and education has of 
course suffered the most. This abnormal situation has 
arisen in my view because the above spheres of intellec- 
tual labor had the least protection in the face of the 
powerful lobbying done by various sectors of the 
economy. People must clearly realize that every extra 
ruble they get for themselves ultimately means one ruble 
less to fund the social sphere. 


[Bondarenko] It is no secret that the government did not 
pay peasants on time for last year’s harvest. It is only 
now that the agrarian sector is being allocated a sum 
running into trillions. Fears are being voiced that this 
money will once again go down the drain. Yet at the 
same time, something must be done about the debts. 
What do you see as the best solution? 


[Gaydar] This question must be divided into two parts. 
The ordered grain must of course be paid for. But at the 
same time we must also see the root of the current 
nonpayments crisis. I repeat, the government has taken 
on a financial burden that is totally beyond its capabili- 
ties. In 1993 decisions were promulgated regarding the 
retention of the state order for food, major federal 
investment programs, and high—and, what is more, 
indexed—purchase prices for the harvest, whereby the 
government drove itself into a corner. 


[Bondarenko] Shouldn’t the unfavorable consequences 
of these measures have been foreseen straightaway? 


{Gaydar] They were quite obvious even then. A very 
serious mistake was made, let me tell you. 


[Bondarenko] But why? 


[Gaydar] Because there is a tremendous temptation not 
to take money seriously. Especially if you can avoid 
paying today and leave it until a few months later. 
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Because current funds and what are still only proposed 
funds are quite different things: You are very conscious 
of the former, but the latter are just a hope of better 
things to come. Especially when you are coming under 
pressure from all sides, beset by demands or even 
threats. Take the agrarians. They simply implored us: 
Just make us a promise and it will all work out all right. 
Nevertheless everything ultimately has to be paid for 
and, regrettably, at a very high price. 


What do I see as a reasonable solution? Once you make 
promises, you must carry them out like it or not. But you 
must think twice before venturing to make any promises. 
And agriculture is by no means the exception here. 


[Bondarenko] In the light of what we have said, how do 
you see the country’s economy developing by the end of 
the year? 


[Gaydar] Two scenarios are likely. One presupposes that 
the government will nonetheless be able to keep some 
control of the situation and not take the stupid actions 
that it is vigorously being pressed to take. Let us hope the 
authorities will not fling credit around all over the place. 
Although even in that situation the Cabinet of Ministers 
will be forced to work under serious pressure. Because in 
my view inflation will remain fairly high until the end of 
the year, fluctuating between 15-20 percent a month. In 
any case, I do not see any real chance of an appreciable 
fall in this indicator. This means that we should not 
expect major private capital investment, nor will the 
preconditions for economic growth emerge. But at the 
same time this does not mean inevitable collapse. 


The second scenario is far less favorable. If the govern- 
ment succumbs to the lobbyists’ demands, it will have to 
considerably increase the growth of the money supply. 
And, faced with the subsequent rapid price rise, the 
authorities will end up having to introduce a fixed ruble 
rate of exchange and establish tough price controls. As a 
result we will once again be faced with commodity 
shortages, loss of ruble convertibility, and, ultimately, 
the end of the reforms. 


[Bondarenko] In your view, what should the center’s 
regional policy be? 


[Gaydar] It should of course be based on the principles of 
normal federalism, which presuppose the clear-cut distri- 
bution of sources of income for the federal and local 
budgets. The republics, krays, and oblasts must be able to 
use their own financial resources independently. They must 
be given extensive powers in the field of economic activity 
on the territory under their jurisdiction. Nevertheless, 
federal bodies must effectively monitor the unity of the 
Russia-wide market and regulate foreign economic ties. 


[Bondarenko] We are coming up to new elections to local 
bodies of power. Not-unfounded fears are being voiced 
that the communists and similar forces may quite easily 
take their revenge during these elections. And once they 
have consolidated their position at the helm in the 
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regions, they would wage a more decisive offensive on the 
center. I would like to know what you think about this. 


[Gaydar] The situation is indeed a difficult one. That is 
why we have tried to create more organized and compe- 
tent managerial organs in the regions that would not 
subsequently repeat the vexing mistakes of the past. I 
believe the results of the coming elections will be like the 
previous ones, extremely differentiated. We do know, 
after all, that the December elections to the Moscow 
Duma brought success for the democrats. I am hoping 
for a similar result in other major centers. Nevertheless it 
is too early to predict the outcome of the campaign in 
many regions. 


[Bondarenko] I realize that both the “‘Russia’s Choice” 
movement you lead and the president need one another’s 
support. Nevertheless, a perceptible distance between 
them has been felt just recently. Is that due to tactical 
considerations, or is the problem more serious? 


[Gaydar] I must state unequivocally that we still support 
Boris Nikolayevich and he us. The fact that, as head of 
state elected by the whole people, B.N. Yeltsin must 
consider various factors and cooperate with a broad 
spectrum of political forces, is another matter. It is no 
secret, however, that we by no means always agree with 
the decisions taken within the president's entourage. 


[Bondarenko] Can “Russia’s Choice,” in view of the size 
of its deputy faction, use the State Duma not only as a 
platform to propagandize its ideas but also to put them 
into effect? 


[Gaydar] I admit this is difficult. We do not after all have 
a parliamentary majority, but nonetheless we are not 
abandoning our attempts to achieve our aims. For 
instance, we have just been able to make substantial 
amendments to the new Criminal Code. There are also 
other draft legislative acts that we intend to promote 
with the support of other factions. 


[Bondarenko] How strict is internal discipline within 
your faction? Are deserters threatened with exclusion 
from the list of deputies? 


[Gaydar] We give our deputies fairly broad autonomy. 
We even agreed to two of them switching to other 
factions, although that was indeed only their own wish. I 
am very surprised by the press speculation regarding the 
alleged crisis or even split in our bloc. On the contrary, 
“Russia’s Choice” now seems to me to be the most 
disciplined faction—and the most solid faction in light 
of the results of voting in the Duma, since the other 
democratic factions cannot compete with it. Neverthe- 
less | do not rule out the idea that in time one or two 
people may break away from us. However, the express 
desire of representatives of other parties and indepen- 
dent deputies to cooperate with “Russia’s Choice” easily 
makes up for these losses. 
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[Bondarenko] How did parliamentarians react to your 
intention of creating a party of the same name on the 
basis of the election campaign movement? 


[Gaydar] You know, to my amazement this idea met 
with extremely broad support from democratic factions. 
Even those colleagues who were previously seen to waver 
are vigorously joining in the work of organizing the new 
political party, whose task is to act as a stable base for 
implementing socioeconomic transformations. 


[Bondarenko] Which factions do you rank among your 
closest allies in the Duma? 


[Gaydar] Based on the results of the voting, the “12 
December” deputy group is very close to us. They are 
followed by the Party of Russian Union and Accord and 
the “Boldyrev-Yavlinskiy-Lukin” faction. 


[Bondarenko] How likely is the possibility of a broad 
union of democratic forces in the near future? 


[Gaydar] We have always been and will remain in favor 
of that. So, it is up to the other members of the 
democratic movement. 


Ilarionov on Disagreement With Prime Minister 
on Reforms 


944E0527A Moscow SEGODNYA in Russian 19 Feb 94 
p10 


[Interview with Andrey Illarionov, former adviser to the 
prime minister of the Russian Federation, by Dmitriy 
Travin; place and date not given: “Andrey Illarionov: No 
One Asked for My Assent. The Adviser to the Prime 
Minister on His Former Boss’’] 


[Text] On the heels of the resignations of Gaydar and 
Fedorov followed the resignation of Andrey Illarionov, 
head of the analysis and planning group under the prime 
minister. The resignation was completely logical, since it 
was precisely Illarionov, side by side with Gaydar and 
Fedorov, who was a most active proponent of an intensi- 
fied toughness in credit and financial policy. Our conver- 
sation took place on the day after the announcement of the 
resignation. 


{Travin] Today you are taking your leave of Cherno- 
myrdin with a fair amount of fanfare. But when your 
collaboration was beginning, you evaluated the prime 
minister’s possibilities as a reformer, evidently, fairly 
optimistically? At that time, the union of Chernomyrdin 
and Illarionov surprised many people. 


[Illarionov] To be precise, I must note that I did not 
come to Chernomyrdin. I was simply appointed to the 
post of head of the analysis and planning group. 


The proposal that I fill the post in question came to me 
at the end of January of last year. I said that I needed to 
think about it. The mulling lasted for three months. 
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Chernomyrdin during that time did not express any great 
desire to appoint me to the post, and | did not strive 
toward it, particularly. 


More than that, if in January our meetings were fairly 
regular, in the spring I was not able see him for more 
than two months on a very important matter. At that 
time, the government apparatus was engaged in the quiet 
suffocation of the working center of economic reforms 
(an organ created by Gaydar at the dawn of the reform— 
D.T.). I wanted to discuss this problem and to stop the 
destruction, but Chernomyrdin evaded a meeting with 
me. 


There were days when I spent almost 24 hours in the 
prime minister’s waiting room, but my efforts were spent 
without success. It became clear that Chernomyrdin was 
well apprised of the problems of the working center, and 
that everything was taking place with his knowledge. | 
ceased any attempts at establishing contact. 


Suddenly, on 26 April, several hours after the results of 
the April referendum became known, the telephone rang, 
and I was invited to a meeting with the prime minister. 
Everyone remembers the results of the referendum 
today, just as they remember that on the eve of the 
voting many people evaluated Yeltsin’s chances for 
victory extremely skeptically. 


I spent three hours with Chernomyrdin at that time. An 
unprecedented fact. After all, the prime minister, and 
especially at such a moment, had an enormous number 
of important matters to attend to. It suddenly transpired 
that the order naming me to the post of head of the 
analysis and planning group had long been ready. And 
now no one was asking for my assent. 


[Travin] But you, apparently, perceived Chernomyrdin’s 
actions as a sudden change in his consciousness, brought 
about under the influence of the referendum. The possi- 
bilities of cooperation in such a political situation were 
evaluated more optimistically than during the time you 
were trying to get through on the subject of the working 
center. 


[Illarionov] It was not a change in consciousness, but 
precisely a change in the political game. It was necessary 
to demonstrate to the public some change in the compo- 
sition of the government. My optimism applied not to 
April but rather to January, when it seemed that Cher- 
nomyrdin grasped reformist ideas. At that time, after all, 
he gave voice to several very strong speeches, in Davos, 
for example. It seemed to me that the prime minister was 
not simply repeating my words, but perceived what was 
said as his very own. 


In April I no longer thought this, but I still believed that I 
could bring some benefit if I were in the post in question. 
Our relations remained more or less acceptable until July, 
that is, until the moment that Mr. Gerashchenko con- 
ducted his money reform. The prime minister supported 
this reform. 
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[Travin] Soon after this, you made a series of sharp 
statements, coming out in print against the reform. 
Obviously, there was some kind of confrontation with 
Chernomyrdin? 


[Illarionov] We had two conversations on this topic. The 
most serious was on 29 July. We talked for about an hour 
with raised voices and could not find common ground 
for a long time. Finally, I said that I had to go to a press 
conference that had been arranged earlier. The prime 
minister got scared and said that he forbade me to give it. 


I have to say that it was originally planned to hold the 
press conference on Ilinka. But the government press 
center issued a statement—three times, in fact—to the 
effect that it would not take place. I announced to its 
management that I would speak with journalists in any 
case, even if I had to do so in the street; plus I would tell 
them about the prohibition laid on the meeting with the 
press. In the end I managed, bypassing the press center, 
to come to an agreement on the conduct of a press 
conference on Zubovskiy Boulevard. It was to that place 
that I planned to go from Chernomyrdin’s office. 


When the prime minister tried to forbid me to meet with 
the press, I said that it was impossible to call it off and 
that the best egress from the situation that had taken 
shape would be the personal appearance of Cherno- 
myrdin at Zubovskiy Boulevard. And I added that he 
should make a statement on the erroneousness and 
criminality of the money reform and that Gerashchenko 
had led the government astray. To that the prime min- 
ister responded that he was not about to do that but that 
still, now he had begun to understand the situation 
better. He also expressed regret that our conversation 
had not taken place earlier. 


[Travin] But after all, the conversation could not have 
taken place earlier, since the whole government was not 
informed in advance about the conduct of the money 
reform in such a variant. 


[Illarionov] Of course. That was the reason that I still 
insisted that I would hold the press conference. To this I 
received the response: Illarionov, do not forget your- 
self... 


[Travin] He came out and said that? 


{Illarionov] No, in fact he said it much more sharply, but 
I am not going to repeat his expression now. Then the 
prime minister gave me to understand that no one in 
particular was keeping me in the government. To which 
I, likewise, frankly gave him to understand that I was not 
hanging onto the job but that I was obligated to speak my 
mind directly, both to the prime minister, since I was his 
adviser, and to the journalists. 


The upshot was that we agreed that I would refrain after 
all from any statements to the press; however, the prime 
minister had to convince the president of the fallacious- 
ness of the conducted money reform and (since repealing 
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it was already impossible) of the necessity of immedi- 
ately firing Gerashchenko. The agreement was strictly a 
gentlemen’s one. I fulfilled it completely, saying not a 
word at the press conference about the money reform. 
Chernomyrdin did not keep his promise. 


[Travin] Did the prime minister never realize the harm- 
fulness of the money reform, or was the patronage of the 
Central Bank’s policy a conscious political play on his 
part? 


[Illarionov] The main goal of the activity both of Cher- 
nomyrdin and of Gerashchenko consists by no means in 
the reformation of the economy, but in the attainment of 
a maximum of power, both on the territory of Russia and 
also beyond its borders: within the framework of the 
entire former Soviet Union. Money reform in the form 
in which it was conducted answered only one goal—the 
restoration of the USSR, at least in questions of the 
conduct of credit and monetary policy. 


[Travin] Immediately after the exchange of banknotes, 
representatives of the republics of the CIS came running 
to Moscow... 


[Illarionov] And they ran to see not the president, or 
even the prime minister, but precisely Gerashchenko— 
the person distributing the money. And the policy of 
gathering all the republics under the Russian roof almost 
succeeded. The agreement on the ruble zone of a new 
type was prepared on an emergency basis and quickly 
signed. 


[Travin} How in the world, after that episode, did 
relations with Chernomyrdin evolve? 


[Illarionov] They hardly evolved at all. As a result of our 
conversation, | ended up in the hospital, where I spent 
more than a month. After that, I convalesced in a 
sanatorium, although not very successfully. Then I went 
to work, but for the last half-year Chernomyrdin has not 
once shown a desire to speak with the head of his 
analysis and planning group or to give him any kind of 
assignment. 


He and I met only three times, at my initiative, and these 
meetings worked out because they were held at times of 
emergency: on the night of 21-22 September, on the 
night of 3-4 October, and on the morning of 13 
December. 


{(Travin] Were these meetings marked by anything in 
particular? 


[Illarionov] Each of them was memorable in its own way, 
but what brings them all together is the figure of the main 
hero of our conversations. Each time, we talked about 
Mr. Gerashchenko. In particular, on 13 December | 
spoke out about my understanding of the election results. 
In my view, a most important reason for such results was 
inflation. People voted not so much for Zhirinovskiy as 
against the government. It is interesting that Chernomyr- 
din, generally speaking, again promised me to resolve the 
issue of Gerashchenko. He asked me to provide him with 
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materials substantiating the necessity for firing the 
chairman of the Central Bank, and he did receive these 
materials. In two weeks, the prime minister declared that 
he did not know a greater reformer than Mr. Gerash- 
chenko and that there were no problems in working with 
him. 


[Travin] Much is being said today to the effect that 
Chernomyrdin aspires to the presidency. How do you 
assess his chances? 


[Illarionov] They are very high. At least, among the 
candidates there are at the given moment. There is no 
question that Chernomyrdin is a talented politician. He 
knows how to avoid conflict and criticism aimed in his 
direction. After all, even after having spent more than a 
year in the prime minister’s seat, he was able to represent 
the situation in such a way that all the fire of criticism for 
the economic problems was directed at Gaydar and 
Fedorov. Besides, he has been able more than anyone 
else to gain the favor of the president. 


[Travin] How did he manage to get so far into his good 
graces? 


[Illarionov] I think that personal qualities were at work 
here, and also the fact that the president and the prime 
minister are people of the same generation. Gaydar and 
Fedorov have neither the same life experience behind 
them as does Chernomyrdin, nor a period of adminis- 
trating the largest gas corporation in the country, with a 
billion-dollar turnover. 


Chernomyrdin is a person who stands firmly on his feet. 
Suffice it to recall how he appeared in the government in 
May 1992, and immediately in the post of deputy prime 
minister, and not minister of fuel and energy. There is 
much that is mysterious in the story of the firing of 
Lopukhin (the former minister of fuel and energy) and 
the appointment of Chernomyrdin. 


[Travin] In order to become president, Chernomyrdin 
will have to go through the procedure of national elec- 
tions, and that is a different story than apparat games. 


[Illarionov] That is exactly what will be the simplest 
thing. In the first place, the prime minister has already 
accomplished a great many trips around the regions, and 
he has met with a mass of people. Everywhere, he has 
made good contacts, since he has said, “Yes,” and not 
“No.” 


In the second place, the balance of forces will be approx- 
imately the following. On the democratic flank— 
Yavlinskiy, possibly Shakhray, possibly Gaydar. In the 
center—Chernomyrdin. On the right—Zhirinovskiy. 
Only Zhirinovskiy and Chernomyrdin will emerge in the 
second round. After that, all clear-thinking people will 
start to call to vote for Chernomyrdin, and since, I am 
convinced, most Russians are sober-minded people, he is 
exactly who will become president. 


[Travin}] Could all of that happen earlier than in two 
years? 
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[Illarionov] It could, If, in a year and a half, the country 
finds itself in a condition of hyperinflation, the question 
will arise as to who is responsible for this. Since the 
prime minister has already repeatedly proven his 
amazing capacity for evading direct responsibility, then 
probably a multitude of people will appear who will do 
everything possible so that the responsibility lies with the 
president. 


[Travin] What awaits the country under President 
Chernomyrdin? 


[Illarionov] Policy will be about the same as it has been 
lately under Prime Minister Chernomyrdin. We will 
have a highly monopolized economy with an enormous 
share of expensive governmental regulation. And the 
basis for the monopolies will be the old ministerial 
structures. 


It is fairly clear what will be in the political sphere. If 
under President Yeltsin human rights are basically 
observed, judging from the customs that reign in Cher- 
nomyrdin’s team, the situation could change in a radical 
way. Take if only the recent accusation of Fedorov that 
after his resignation announcement, he supposedly went 
to the U.S. Embassy and asked for a profitabie job 
overseas. Chernomyrdin also committed a rudeness to 
Gaydar soon after the latter returned to the government. 
He declared that the first deputy prime minister would do 
as he was directed. In Italy, in a moment of candor, it was 
said that in Moscow Chernomyrdin was in command. 
That says a lot. [end Illarionov]} 


When our conversation with the former head of the 
analysis and planning group was over, an INTERFAX 
tape was brought in, which contained the well-known 
report by the government press service to the effect that 
Andrey Illarionov had been fired for absenteeism. This 
was the interpretation of his recent business trip to 
London, attempting to show that it was not a matter of 
ideological differences and not of voluntary resignation, 
but of an ordinary violation of work discipline, which 
somehow happened at a moment very convenient for the 
prime minister. 


Acting Finance Minister Dubinin Interviewed 


944E0551A Moscow MOSCOW NEWS in English 
No 8, 25 Feb-3 Mar 94 p 6 


[Interview with Sergei Dubinin, Russia’s acting finance 
minister, by Vladimir Gurevich, MOSCOW NEWS 
deputy editor-in-chief: “Russian Economy at a Turning 
Point”; first paragraph is introductory paragraph] 


[Text] “I do not agree that everything has been lost, that 
we are in free-fall. But I fully agree that we are at a 
decisive stage, while finances and the economy have 
found themselves in a sense on the top of a mountain,” 
said Russia’s Acting Finance Minister Sergei Dubinin in 
an interview with Vladimir Gurevich, MOSCOW NEWS 
Deputy Editor-in-Chief. 
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If we are atop a mountain pass we can only go down in any 
case. 


The question is what will go down, whether we will 
secure a reduction of inflation or roll down the mountain 
side ourselves. 


Expectations of a mounting inflation and then of a finan- 
cial collapse resulting from the actions of the present 
government are quite widespread today. 


These may be deceptive expectations. In any case no 
steps towards a catastrophe have been taken so far. As 
for inflation in the near future, it will certainly go down 
to about 15% in February compared to 21-22% in 
January. 


But everybody is talking about major injections of money 
on account of the last years’ government debts. 


Everybody also says that debts should be repaid and 
begin to count how much the treasury owes them. 
Meanwhile all obligations for expenditure under the 
budget drawn up last summer and submitted to the then 
Supreme Soviet were fulfilled by the government. There 
would have been no debts if expenditures had not been 
indexed in the fourth quarter. Besides that some people 
are fond of counting debts only one way. The agrarians, 
for instance, borrowed heavily in 1992 but returned very 
little in 1993, and there was no big fuss, although the 
sums were very large. 


The government is now repaying some of its debts. A 
decision has been made to pay in the first quarter 3.8 
trillion rubles on account of contracts concluded last 
year. This is a comparatively safe level with respect to 
inflation. We will not induce the collapse of the financial 
system. It should also be pointed out that the entire 
situation is a stern warning to the government itself 
when it undertakes further obligations. 


There is a case in point now that the discussion of this 
year’s draft budget is under way. 


The draft was drawn up with great difficulty but has been 
made sufficiently strict, as it should be. The planned 
budgetary deficit of 54 trillion rubles, plus the repayment 
of about 60 trillion rubles of 1993 debts makes it possible 
to keep the finances within permissible limits. It is 
envisioned that 19 tri!lion of this deficit will be covered 
by external borrowing, 4.5 trillion by state bonds and the 
rest by credits from the Central Bank. 


Boris Fyodorov makes a much more pessimistic appraisal. 
He believes that in reality the deficit of this year will 
exceed critical limits and reach 100 trillion rubles. 


This will happen if the proverbial “financial blanket” is 
torn to pieces during and after the draft’s discussion. But 
today I hold a more optimistic view. It is realistic to 
expect, under the draft budget, the reduction of inflation 
by the end of the year to 10% a month and maybe even 
lower. More serious results could be expected, but I am 
not sure this is realistic in the present situation. 
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By the way you are, along with the First Deputy Minister 
Andrei Vavilov, conducting another round of negotiations 
with IMF which usually links its credits to the realization 
of “more ambitious” results. 


We expect representatives of the fund and the G-7 coun- 
tries to also be realistic. No one hopes, of course, that they 
will pull us out of the crisis, but the situation would have 
been much more grave without their assistance. 


What and who else do you count on? On just yourself? The 
question is not very correct, but aren’t you pressed by the 
word “acting” preceding your title? 


I find even some advantages in it, for nobody expects 
something special from me, but if 1 manage to do more... 
I count on the Finance Ministry’s team which is a strong 
one largely thanks to Fyodorov. And I certainly count on 
the premier who supports our draft budget. This is 
important since, in my view, he is fully in control of the 
situation in the Cabinet. Finally, I count on cooperation 
with the Central Bank, without which it is difficult to 
think about financial stability. It was somewhat unex- 
pected but we met with the Central Bank’s call for even 
a “stronger” policy than the Finance Ministry itself 
planned. 


How do you explain this? Is Mr. Gerashchenko satisfied 
with Fyodorov's departure and ready to offer his assistance? 


I explain this by the fact that the Central Bank has 
looked beyond the edge of the abyss, has assessed the 
consequences of the possible financial injection of which 
we spoke. Everyone will have to answer for a collapse. 
The situation is very tense: one or two steps can lead us 
to conditions in which nobody will be able to do any- 
thing and a financial collapse will become inevitable. 


According to forecasts, this may happen in the autumn. 


This has an inertia of its own. The rise in prices occurs 
over two months, we inject money today and have a 
flare-up of inflation in two months. To start an uncon- 
trolled hyperinflation would require, I think, six to seven 
months. Then we would have 40% monthly inflation by 
autumn, 50% by the end of the year, and things would 
finally get out of control in the first quarter of the new 
year. I consider the prevention of hyperinflation my 
main task, although it is in fact only a minimum task, 
and I shall consider myself successful if inflation falls 
from its present level. 


What do you consider the main threat? 


It is the fact that our society is built on a corporative or, 
more simply, a sectoral basis. Various “‘corporations” 
are drawn into the escalation of demands. If this is not 
firmly resisted, in time the pressure will grow so that 
resistance will be almost useless. 
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Are you a supporter of high duties on imported goods? 


I am ready to agree to demands for sky-high duties on the 
import of agricultural products based on the argument 
that every country in the world protects its own farmers 
by high taxes on agricultural imports. But then we must 
tell our consumers that this means a sharp rise in food 
prices. Second, we should look honestly at what will 
happen to our agricultural sector if it’s protected from 
competition, Will this raise its efficiency or will it remain 
the same? It was protected before, why didn’t it develop 
greater efficiency then? 


The logic of producers is clear: the tax on imports should be 
raised and taxes on production should be lowered. An 
increasingly popular idea of late is that most taxes should be 
lowered or cancelled altogether and the budget should be 
formed from twe sources: the tax on the extraction of raw 
materials and the tax on land. These taxes are easier to 
collect, incomes will be more stable, and manufacturing 
industries, freed from the tax pressure, will begin to develop. 


But what will raw-materials’ industries, crushed by this 
tax, begin to do? They will further raise prices of their 
goods which will reach manufacturers and affect them as 
badly as taxes do. 


Do you think that the present tax system works well? Even 
though tax contribution to the budget has diminished? 


It was about 16% of the gross national product in the first 
quarter of the last year, then went down to 9% and rose 
somewhat by the end of the year. Still I must say that the 
existing system works quit: well. During two years we 
introduced a complicated tax, the VAT, which is 
functioning. 


But the tax arrears are immense. 


Let me specify. The arrears of taxes, which have been 
accurately calculated, total 4.5 trillion rubles. The 
defaulters have been identified, but they don’t pay. 
Because they have nothing to pay with. 


But besides, arrears there are sums which are concealed 
from taxation, which are, according to estimates, immea- 
surably higher. 


They are great indeed, but I would not say that their share 
is unprecedented. In the United States with its immensely 
developed tax laws, great experience and “tax abiding” 
traditions, only 80% of tax that should theoretically be 
collected is actually collected, and 20% is concealed. We 
collect about 60%, which, incidentally, greatly impressed 
foreign financial experts who expected a much lower 
figure. But if you think that 40% of concealed taxes makes 
me happy you are badly mistaken. 


Have you agreed to make very complicated and difficult 
decisions? 


It seems to me that such decisions would have to be 
taken anyway. It is, of course, possible not to take them 
and let all proportions in the economy be formed in a 
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purely market way, but they will actually develop under 
the powerful impact of various interests. It should be 
pointed out that interests within economy complexes, 
within industries are also contradictory. 


Can the present government be successful? 


It seems to me that the current government situation 
closely corresponds to the situation in society where 
none of the major political blocs has a stable majority. 
Any political homogeneous government would now 
serve as an object of political passions. But then any 
government formed by various forces as a coalition one 
would be much too amorphous and unable to do any- 
thing. Today we have a government of technocrats, 
managers of production who are prepared to obey the 
premier who is politically neutral enough. The president 
as well, did not align himself with a specific party during 
the elections. As a result, we have a government which 
can act more successfully in this situation than we could 
have expected. 


Goods Manufacturers On Measures To Solve 
Economic Crisis 
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[Article by Aleksandr Bekker: “A Drowning Man 
Clutches At Straws’’} 


[Text] While angry and argumentative, the RSPP [Rus- 
sian Union of Industrialists and Entrepreneurs] leaders, 
Messrs. Bolskiy and Vladislavlev, are able to ascertain 
“‘who is the most valuable from a historical standpoint.” 
Meanwhile the leader of the association of goods manu- 
facturers, Yuriy Skokov, expresses his presidential aspi- 
rations, while the producers themselves presented the 
president and the government with a package of 10 
proposals, after which the financial crisis, in their 
opinion, vanished as if by magic. As expected, they are 
raising as a matter of priority concern for politically 
oriented people, the development of an economic pro- 
gram and a strategy for structural reorganization that is 
“coordinated with the goods manufacturers.” The 
allergy to all types of programs, declared earlier by them 
on more than one occasion, it turns out is rooted in the 
absence of a visa for the goods manufacturers for devel- 
oped programs. With the removal of this ommision and 
“having assigned priorities and outlined effective 
methods for supporting them,” the country can look 
boldly into the future. 


Their advice is to slash the producers’ nonpayments in a 
manner such that the government returns the debts to 
the rural areas—whether or not the products were 
ordered by the state or they constitute a line in the 
budget is of little importance: the chief concern is 
whether or not the guns and butter are in the homeland’s 
storage facilities, in accordance with the producer prices. 
The producers supplement the return of debts with a 
proposal to free the enterprises from bank credit interest 
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rates, that is: in early 1993, the director seized 300 
million rubles and, taking inflation into account, can pay 
out 40 million rubles. But this is not a limit for the 
“traders”: they insist that they be granted two years of 
interest-free credit for augmenting their working capital. 
Meanwhile, no provision is made for such “ceilings” and 
if one recalls that commencing | January the balance 
value of the fixed capital of enterprises was increased on 
average by a factor of 25, then it becomes clear that such 
credit will prove to be very costly for the state. 


The subject of taxes, which suppress production, and the 
instincts of entrepreneurship are found throughout the 
document of the goods manufacturers. A reduction in 
the total amount of tax to 35 percent is being proposed. 
Although wise in principle, this measure is long overdue. 
According to data supplied by Minfin [Ministry of 
Finance], in 1993 the proportion of taxes amounted to 
23.4 percent of the “VP [gross domestic product], a 
reduction of 2.7 percent compared to 1992. With regard 
to the almost mandatory requirement of the producers, 
to release from taxation in 1994, with no restrictions or 
reservations, all resources actually intended for invest- 
ment in production, it is appropriate to cite here an 
evaluation provided by the chairman of Goskomnalog 
[State Committee for Taxes]. Vladimir Gusev stated that 
enterprises make only weak use of the benefits allowed 
by law for taxing the profits used for production devel- 
opment, preferring to increase wages or to spend for 
social assistance. And the directors themselves, 
according to Minister of Labor Gennadiy Melikyan, are 
“taking advantage of the legal chaos and rapidly 
increasing their own wages.” 


It would seem that monthly earnings ranging from 2 to 7 
million rubles can furnish some comfort to a plant 
administration that is oppressed by reforms. But no, 
today their state of well-being is low. They think about 
the future, proposing to raise export duties such that 
energy carriers generally will not be exported. A similar 
thought prevails with regard to import rates—to protect 
themselves from foreign competitors, although a flowery 
proposal is being developed: on the one hand, the duties 
must ensure a “sensible priority for domestic goods 
manufacturers and, on the other, they must destroy 
monopolism in the internal market.” 


The proposal “to introduce temporary state price regu- 
lation for primary energy resources, after first ensuring 
financial support for the extractive enterprises of initial 
processing,” contains much that is interesting although 
high-sounding. That is, in all branches with the excep- 
tion of TEK [fuel and energy complex], the prices are 
free and for TEK—temporary subsidies, with the time 
period to be established later by the producers. It appears 
that they refer to these as “reforms—for the people and 
not at their expense.” In their present form, according to 
Yuriy Borodin, the general director of ““Mashpribor” AO 
[joint stock company], the reforms pose a threat to the 
very existence of the nation and state.“* Hence the tenth 
point of the Proposal by the goods manufacturers is quite 
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logical "to restore the thoughtlessly destroyed economic 
contacts with the republics which comprised the Soviet 
Union.“ 


It is doubtful if the manifest of economic outsiders was 
adopted by the government as a guide to action, But it is 
interesting as an indicator of the frame of mind of a 
considerable portion of our domestic directorate. 


Decree Delegates Powers to Ministers for 
Management of Federal Property 


944E0526A Moscow KOMMERSANT-DAILY in Russian 
17 Feb 94 p 3 


[Article by Yelena Kotelnikova: “The Prime Minister 
Re-establishes Management of the State Sector’’} 


[Text] The increased influence of the sectorial ministries 
on the activity of the cabinet of Viktor Chernomyrdin has 
permitted them to partially regain the positions with 
respect to enterprise management lost during the time of 
the reforms. The governmental decree “On Delegation of 
the Powers of the Government of the Russian Federation 
With Respect to the Management and Disposal of Federal 
Property Facilities,” which was officially distributed yes- 
terday, grants to sectorial ministries the right to deter- 
mine personnel and production policy. It is obvious that by 
this decision the government not only seeks to re-establish 
the manageability of the state sector but also to constrict 
the influence on it of the State Committee on the Admin- 
istration of State Property, which is to be restricted now to 
the monitoring of the use of state property. 


The new governmental decision has the object of 
“improving the management of the state sector of the 
economy.” The sector people lost their managerial func- 
tions already in the time of the “romantic” period of the 
reforms, after the liberalization of the economic activity 
of state enterprises. 


According to the document adopted, management of the 
state sector is shared between the sectorial ministries and 
the State Committee on the Administration of State 
Property. The sectorial ministries have now been 
granted the right to conclude contracts with the man- 
agers of enterprises and to approve their charters while 
the State Committee on the Administration of State 
Property is to regulate, correspondingly, the specific- 
purpose use of state property. The document also per- 
mits the sectorial ministries to monitor the dimensions 
of the state sector. The point is that not only the creation 
of an enterprise but also its liquidation will require 
coordination with the sector people. In this connection 
the possibility of denationalizing enterprises through 
bankruptcy that is incorporated in the State Privatiza- 
tion Program is to be constricted. That is why the 
forecasts of the experts who thought that introduction of 
the institution of bankruptcy would neutralize the vic- 
tory of the sector people, which involved the removal of 
enterprises from under denationalization (in the course 
of the months-long discussion of the State Program the 
restrictive list of enterprises not subject to privatization 
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was increased from 30 percent to 36 percent), are not 
justified. However, the consent of the sector people 
alone will be insufficient for the bankruptcy of an 
enterprise since it will be further necessary to obtain the 
“all right” of the local organs of executive power of the 
subjects of the federation. 


The clear pro-sectorial direction of the document is 
obvious. Moreover, the unwarranted change in the 
powers of the State Committee on the Administration of 
State Property—their reduction to monitoring the use of 
an enterprise’s property (minus management)—exceeds 
the limits of the existing normative base. That is why the 
Prime Minister has proposed that the State Committee 
on the Administration of State Property “adjust” its 
powers and submit the draft of a statute on the Russian 
Federation State Committee on the Administration of 
State Property to the government within a month. 


If the State Committee on the Administration of State 
Property consents to the new distribution of functions, its 
status (now defined by law) as well as the influence of its 
leadership on economic policy will be substantially reduced. 


Distribution of Powers Between the Sectorial Ministries 
and the State Committee on the Administration of State 


Property 


e The sectorial ministries are granted the right to 
approve the charters of federal enterprises, to appoint 
and to dismiss the managers of federal enterprises, 
and to conclude, change and cancel contracts with 
these managers. The ministries also act as legal suc- 
cessors with respect to contracts previously concluded 
with the managers of federal enterprises by the organs 
of state administration of Russia, the former USSR 
and RSFSR, as well as by concerns, associations and 
other amalgamations of enterprises in the period 
when they were granted the corresponding powers. 

¢ The jurisdiction of the State Committee on the 
Administration of State Property entails the transfer 
of state property to full economic management and 
operational control, as well as to leasing and the right 
to use, by legal persons, and the monitoring of the 
specific-purpose utilization of state property. 


Decree on Federal Bankruptcy Administration 


944F0345A Moscow ROSSIYSKAYA GAZETA in Russian 
19 Feb 94 p 1 


(“Russian Federation Government Decree No. 92, 12 Feb- 
ruary 1994, City of Moscow: Federal Administration Issues 
on Insolvency (Bankruptcy) Matters of the Russian Feder- 
ation State Committee for State Property Management and 
of Its Territorial Organs”: ‘Bankruptcy—A Mechanism for 
Cleansing”*] 


[Text] The Russian Federation Government decrees: 


1. To establish that the system of territorial organs of the 
Federal Administration on Insolvency (Bankruptcy) 
Matters of the Russian Federation State Committee for 
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State Property Management (henceforth—the Federal 
Administration) is composed of territorial agencies of 
the Federal Administration (henceforth—territorial 
agencies). 


2. Territorial agencies are established by the Russian 
Federation State Committee for State Property Man- 
agement upon coordination with the organs of execu- 
tive authority of Russian Federation entities. 


Territorial agencies are subordinate to the Federal 
Administration, and their activity is governed by 
legislation in effect and the statute pertinent to them 
approved by the Russian Federation State Committee 
for State Property Management. 


3. Territorial agencies may carry out their activity with 
respect to enterprises of state (Russian Federation 
entities) and municipal ownership if applicable rights 
have been delegated to them by the appropriate organs 
of executive authority. Expenses related to such 
activity are financed out of the appropriate budgets. 


4. To establish that the resolution of issues related to 
readjustment, reorganization, or elimination of fed- 
eral state enterprises, or enterprises and organizations 
whose capital includes a share (investment) of the 
Russian Federation, in connection with their insol- 
vency (bankruptcy), is subject to coordination with 
the Federal Administration or, upon instructions from 
it, with the appropriate territorial agency. 


5. That the Federal Agency for Governmental Commu- 
nications and Information of the Russian Federation 
president shall provide governmental communica- 
tions for the Federal Administration and its territorial 
agencies in accordance with established procedure. 


6. That the Russian Federation Ministry of Communi- 
cations shall effect telephone service installation for 
territorial agencies upon their requisition. 


7. That the organs of executive authority of republics 
within the Russian Federation, krays, oblasts, the 
cities of Moscow and St. Petersburg, and autonomous 
formations shall provide assistance to territorial agen- 
cies in establishing and consolidating their material- 
technical base, bringing their personnel manning up to 
strength with qualified specialists, and resolving prob- 
lems in the provision of material, social, and transpor- 
tation services for agency employees. 


8. In Point 6 of the Statute on the Federal Administra- 
tion on Insolvency (Bankruptcy) Matters of the Rus- 
sian Federation State Committee for State Property 
Management, confirmed by Decree No. 926 of the 
Council of Ministers-Government of the Russian Fed- 
eration dated 20 September 1993 (SOBRANIYE 
AKTOV PREZIDENTA I PRAVITELSTVA 
ROSSIYSKOY FEDERATSII, 1993, No. 39, Art. 
3615), replace the worc “departments” with the words 
“territorial agencies.” 
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9.In Point 1, the second paragraph of Point 3, and 
Points 5 and 6 of Decree No. 1169 of the Council of 
Ministers-Government of the Russian Federation, 
dated 17 November 1993: “Issues of the Federal 
Administration on Insolvency (Bankruptcy) Matters 
of the Russian Federation State Committee for State 
Property Management,” (SOBRANIYE AKTOV 
PREZIDENTA I PRAVITELSTVA ROSSIYSKOY 
FEDERATSII, 1993, No. 47, Art. 4593), replace the 
words “of departments” with the words “‘of territorial 
agencies.” 


[Signed] Chairman of the Russian Federation Government, 
V. Chernomyrdin 


ented Committee on Consumer Protection 
cy 
944E0525A Moscow IZVESTIYA in Russian 23 Feb 94 p 7 


[Interview with Leonid Bochin, Chairman of the Rus- 
sian Federation State Committee for Antimonopoly 
Policy and Support of New Economic Structures, by an 
unnamed IZVESTIYA correspondent; date and place 
not given: “The State is Obliged to Protect the Consumer 
from the Arbitrariness Which has Begun to Reign on the 
Russian Market”’] 


[Text] The Chairman of the Russian Federation State 
Committee for Antimonopoly Policy and Support of New 
Economic Structures, Leonid Bochin, answers 
IZVESTIYA’s questions. 


[Correspondent] They told us about such a case recently 
in the State Trade Inspectorate: a store obtained ham 
from a local meat combine at 4,500 per kilogram each 
and, passing it off as imported, sold it quite openly and 
quite uninhibitedly at 18,000 rubles each. Consumers 
are now being robbed everywhere and on a mass basis. In 
protecting their interests, they are compelled to unite in 
associations and parties. But what is the state under- 
taking for the protection of the rights of consumers? 


[Bochin] Public organizations of consumers have begun 
to work really actively in some regions, but for the most 
part their organization is stili only going on. The territo- 
rial administrations of the Antimonopoly Committee 
support this process in every way possible. However, the 
principal role in protecting the rights of consumers still 
belongs to state organs. Basing itself on the Law “On 
Protection of the Rights of Consumers,” the Antimo- 
nopoly Committee alone has investigated 16,000 citi- 
zen’s appeals during the past year. As a result goods have 
been replaced, operations have been corrected and pen- 
alties paid, and moral and material losses to consumers 
amounting to hundreds of millions of rubles reimbursed. 
More than 600 administrative actions have been 
brought. Representatives of the Antimonopoly Com- 
mittee are active in the legal defense of consumers or 
assist them in the preparation of suits in court. We do 
this free of charge. 
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I can cite a lot of cases when people who have found 
themselves in a desparate plight have obtained justice 
with our hel). For example, a person's Zhiguli was stolen 
from the paid parking lot of the oblast car-owners’ 
council in Kursk last summer. No one wants to be 
answerable for this; the parking lot owner is not 
accepting claims. There was a vehicle—and it was gone. 
Then the victim appealed for help to the territorial 
administ:ation of the Antimonopoly Committee. A trial 
took place. As a result a VAZ-21063 motor vehicle and a 
further R3,200,000 in compensation were recovered 
from the Kursk oblast council of the car owners’ society 
to pay off the losses. 


There are many such examples. However, | want to say 
that much depends on the consumers themselves. They 
should know that the law has given them significant 
rights which are protected by the state. 


[Correspondent] Russia has been turned into a dump 
where they cart low-quality goods from all over the 
world. What is the Antimonopoly Committee doing to 
stop this flow? 


[Bochin] Indeed, state monitoring of the implementation 
of the contracts of Russian firms with foreign suppliers is 
rather weak. Our merchants buy up a low-grade good at 
dumping prices, they carry it to Russia and don’t 
encounter any particular obstacles. Deserving of censure, 
for example, is just one incident with Argentinian 
chickens which were brought into Russia through the 
Maritime Kray customs house. The chickens were 
slaughtered as far back as 1986-87 and had lain around a 
long time, since they hadn’t sold because of low quality. 
And then the Russian merchants, who don't care a rap 
about their own people, turned up. They bought this 
trash and delivered it to the Far East without certificates 
of fitness. And no one has been able to stop this outrage. 
But such a fine should have been exacted from the firm 
that it would have forever lost the desire to import refuse 
quality products into Russia. 


It is time to take measures on the state level about 
liability for trading in low quality goods. The Antimo- 
nopoly Committee has prepared its own proposals to the 
government about bringing the system for monitoring 
the safety of imported products into conformity with the 
legislation of Russia and international agreements. 


[Correspondent] We had expected that the denational- 
ization of trade would lead to the development of 
competition and this, in turn, would improve trade 
service and eliminate standing in line. But in the matter 
of trade, the producers of goods and services have 
remained monopolists who literally rob us. Dirt, lines, 
and rudeness everywhere. When will there be an end to 
this? 


[Bochin] There is no longer monopolism ir trade. 
During the last two years of the implementation of the 
program of small-scale privatization and of the demon- 
opolization program one has succeeded in creating a 
competitive environment in retail trade. Some 32,000 
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stores and about 9,000 public catering enterprises have 
now been privatized in Russia. This constitutes 65 and 
61 percent of the total number respectively. 


That the level of trade service, the number of stores, and 
even the number of those employed in trade as before 
does not correspond to the norms of developed countries 
is another matter. And I think that one should not expect 
fundamental changes too quickly. It needs to be taken 
into account that the same personnel and leadership 
have remained in the majority of stores. The majority of 
these people never will become civilized merchants. 
They trade as they are able to. However, even they will 
have to take the competition which has arisen into 
account. In particular, the emergence of unorganized 
street trade has forced the stores to expand assortment, 
to stick to acceptable prices, and even to improve 
somewhat in the organiza. vn of trade. 


Matters are worse in wholesale trade, since here the 
creation of parallel structures is connected with the 
development of warehouses and transport support, and 
all this requires time and lots of money. 


[Correspondent] What is the Antimonopoly Committee 
doing to develop competition on the consumer market? 


[Bochin] Within the framework of the powers granted us 
we are bringing about the break up of the former trade 
organizations, trusts, and supply and sales structures 
into smaller units. We are providing support to small 
and medium-sized business through the creation of the 
approriate funds. In order for new monopolists not to 
arise in place of the former ones, we are keeping an eye 
on the creation, mergings, additions, and liquidations of 
economic subjects. Sometimes the activity of local 
organs of power and administration directed to the 
restriction of competition has to be stopped. We are 
monitoring enterprises and firms which occupy a domi- 
nating position in the market. If they begin to dictate 
conditions to consumers we have to intervene. 


[Correspondent] Has the Antimonopoly Cor ™ ttee 
itself been endowed with sufficient rights so as tu «ifec- 
tively protect the rights of the consumers? 


[Bochin] Our rights and powers are defined by the Law 
“On Protection of the Rights of Consumers.” However, 
I am convinced that effective practical work in resolving 
this problem is possible only with the interaction of all 
the interested organs of state power and surveillance. For 
this purpose we have developed an agreement which 
nine interested departments have signed. It is called “On 
Concerted Action for Ensuring State Protection of the 
Rights of Consumers of Goods, Work, and Services.” 
Joint measures are outlined in this document, the results 
of which, I think, the citizens of Russia will soon be able 
to perceive. 
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Anti-Monopoly Committee to Regulate 
Communications Ministry Tariffs 


944E0553A Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 8, 20-27 Feb 94 p B12 


[Article by Irina Frolova: “Prices Will Be Re-evaluated”] 


[Text] The Aati-Monopoly Committee of the RF [Russian 
Federation] has begun a check on the tariffs of the Ministry 
of Communications and other “natural monopolies.” 


At the last meeting of the Chamber for Information 
Disputes under the president of the RF, the second issue 
to come up had to do with delivery of newspapers and 
journals. A representative of the federal administration 
of postal communications stated that the postoffice as 
before intends to cover all its losses through an increase 
in prices for delivery of print media publications. Staff 
members of the anti-monopoly committee of the RF 
considered this a violation of the rights of consumers. 
The subscription price substantially exceeds the initial 
amount established by the editorial boards. 


As the chief specialist for the state committee for anti- 
monopoly policy and support for new economic struc- 
tures Aleksandr Kartashev explained to a correspondent 
of MOSKOVSKIYE NOVOSTI, the arbitrariness of 
postal prices can be stopped in two ways: by competition 
or by the state. For now, the postal department does not 
intend to share its authority with respect to subscriptions 
with any one. Consequently, almost every three months 
new tariffs are established, the basis of which it is 
impossible to check. This is because oblast postoffices 
have been removed from the control of financial and 
taxation organs and are answerable to no one except 
their own superiors. The situation can currently be 
changed only by the emergence of competition in the 
market of the distributors of print media publications. 
But the chief monopolist will be transformed into an 
ordinary participant in this market only after “delivery” 
enters the list of licensed services. 


A check of the tariffs of the ministry of communications 
is being conducted by assignment of the government. 
The anti-monopoly committee intends to find out 
“whether the postal workers are not running ahead of 
inflation.” In the first instance, specialists are analyzing 
prices for telephone calls, delivery of periodical publica- 
tions, and other communications services. The results of 
the findings of this economic expertise will be 
announced at one of the next meetings of the govern- 
ment’s commission for operational questions. 


According to preliminary data, even in the absence of 
obvious violations in the actions of the ministry, the 
experts of the anti-monopoly committee intend to raise 
the question of a more precise specification of the 
organizational-legal structure of the postal department. 
And they also intend to press the question of whether 
post offices should be transformed into subordinate 
enterprises, which will compete on an equal footing with 








Ww RUSSIA 


private firms in the delivery of print media publications. 
Only after this will delivery prices cease to rise. 


Establishment of Mortgage Banking System 
Advocated 


944-0543A Moscow BIZNES I BANK] in Russian 
No 8, Feb 94 pp I, 2 


[Article by Sergey Ivanovich Potapov, member of the 
Council of Russia’s Association of Mortgage Banks, pres- 
ident of the Yunifyucher Firm: “Problems of Russian 
Mortgage’’} 


[Text] Mortgage in Russia is beginning to revive. 
Approaches to the extension of mortgage credits on the 
real estate market are being developed and standard credit 
products convenient for consumers are being created. 
Sergey Ivanovich Potapov, member of the Council of 
Russia's Association of Mortgage Banks, president of the 
Yunifyucher Firm, told our correspondent about the state 
of the mentioned problem and ways of solving it. 


Talking about what is missing for the formation of a 
civilized real estate market in Russia, | want to dwell on 
the basic factors. First, the absence of a comprehensive 
mortgage law. Second, the absence of realistically oper- 
ating mortgage mechanisms. Third, the absence of a 
unified computer service of registration of real estate 
facilities and deals with them. Fourth, the tax policy of 
the state does not fully take into account the justification 
for preferential terms for the subjects of the real estate 
market. Fifth, the training of new people working in this 
sphere has only begun. Sixth, the formation of a positive 
image. 


The extension of mortgage credits is one of the elements 
necessary for the creation of market relations; of course, 
not only in the housing sphere. However, mortgage in its 
present sense does not yet exist in Russia. Today we have 
a very distinctive “mortgage,” all the problems of which 
are caused by the crisis state of the economy and by the 
lack of a comprehensive legislative base, without which 
it is impossible to fully actuate the classic mechanism of 
extension of mortgage credits. 


At the present stage, subjects of the real estate market— 
mortgage banks, insurance companies, available 
housing, independent appraisers, and real estate firms— 
cannot manage without state assistance. It is not a matter 
of monetary subsidies, which can only spur on infla- 
tionary processes. We expect the most rapid coordina- 
tion of the “rules of the game”’ on the real estate market 
from the state. 


At the same time, the Association of Mortgage Banks 
established in August of last year is the leading active 
lobbyist in the good sense of this word, which promotes 
the fermentation of the process of adoption of a compre- 
hensive mortgage law. This law must take into account 
without fail the mortgage of housing, of nonresidential 
premises, of land, and so forth. It must expand the field 
of activity not only for banks, but also for the system of 
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real estate appraisal and mortgage insurance, as well as 
for investment-construction companies. 


In our country there is tremendous interest in mortgages. 
The number of mortgage banks is growing and their 
affiliates aie being opened in Russian cities. According 
to the evaluations of our firm's experts, the extension of 
mortgage credits in Russia should attract no less than 50 
percent of all the financiers. However, a great deal will 
have to be done to reach these goals. 


In the real estate community there are two points of view 
of the formation of the legislative base in Russia— 
evolutionary and revolutionary. The advocates of «ic 
first assume that in a short time it is impossible to do 
with real estate legislation what in economically devel- 
oped countries was perfected for centuries. Advocates of 
more ;idical views have a no less weighty argument: If 
we are unable to establish normal mutual relations on 
the real -state market, of course, taking the experience of 
other countries into consideration, we will definitely 
destroy the country’s economy. 


I think that this year is decisive and it will take place 
against the background of the integration of real estate 
and financial markets. In this connection the problem of 
an efficient utilization of real estate by its owners is of no 
small importance. Tens of thousands of real estate facili- 
ties throughout the country have already been privatized. 
Most of them, just as they did not see builders last year, 
so, very possibly, will not see them in the very near future. 
At the same time, the cost of leasing premises is rising 
steadily, which is due to the shortage of real estate 
equipped in accordance with elementary norms. Only 
economic levers, which bring about an efficient use of 
property, can change this situation. A property tax at the 
rate of | percent of the value of realistically appraised real 
estate is the simplest. The introduction of such a basic rate 
is next year’s task. Without this the process of formation 
of the real estate market cannot be accelerated. 


It must be stated that the body of directors of industrial 
enterprises, who are forced to attract credit resources 
and to interact with credit extending banks, are inter- 
ested in the appraisal of a realistic property value. At the 
same time, insurance savings of enterprises will make up 
5 to 8 percent. 


With regard to construction organizations the problem 
of searching for finances in order to retain their house 
building collectives worries them more than making 
profits. For example, they are very interested in share- 
holding in housing construction and seek opportunities 
to attract the population's funds. Most builders believe 
that for the time being matters pertaining to the exten- 
sion of mortgage credits, basically, are theoretical. In 
their opinion, there are very few real plans and practical 
achievements here. 


For the most part Russian mortgage banks work with 
juridical persons. Some of them also tried to work with 
natural persons. However, they incurred neither substan- 
tial losses nor obtained profit and, therefore, abandoned 
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such an activity. It must be admitted that, of course, 
mortgage banks managed to achieve something, but this 
represented only a small part of their potentials. I repeat: 
There is a need for a firm comprehensive legislative 
mortgage base, which unequivocally interprets the mort- 
gage of land, of housing, and of nonresidential structures. 


What positive sprouts are there? First of all, mortgage 
banks actively seek their market and conduct negotia- 
tions with investors and large organizations, which are 
ready to subsidize borrowers interested in mortgage 
credits. For example, Moscow's municipal council is 
ready to cooperate with some banks, which made a good 
showing, such as the Joint-Stock Mortgage Bank and the 
Standartbank. A draft decree of the municipal council on 
the development of the extension of mortgage credits in 
Moscow has been prepared and in accordance with it 
mortgage banks will be creditors for citizens on waiting 
lists for free municipal housing in local bodies of power. 
The municipal council intends to subsidize such credits 
through the commercial sale of municipal housing. Var- 
ious big organizations can also play the same role as the 
municipal council. After all, all large monopolist enter- 
prises build housing for their workers with their own 
funds. They are forced to do this and incur big expenses 
on the construction and operation of buildings. There- 
fore, they are interested in mortgage credit subsidy. This 
would enable them to relieve themselves of this problem 
and to transfer housing to the ownership of their 
workers. In order to ensure current expenditures, the 
bank must act as an ordinary commercial bank—to issue 
commercial credits and to actively operate on the inter- 
bank market. Banks began to establish subsidiary firms 
for operations on the real estate market and to ask 
well-known firms for assistance in the appraisal of resi- 
dential and nonresidential premises and their sale if 
credits are not returned. For example, our firm has 
drafted a package of mutual contractual relations among 
the bank, the client, and the real estate firm concerning 
the appraisal and sale of an apartment not bought out by 
the client. 


What should be done in order to attain progress in 
mortgage development in Russia? 


Naturally, with the large number of credit products and 
their modifications it is difficult to get oriented in them. 
Therefore, if the opportunity of getting mortgage credits is 
now granted to our population, it will be sufficient to make 
do with only a small number of versions of credit products. 
This is convenient both for the bank and for the investor. 
It is simpler to buy up mortgages. If every mortgage is 
individual, it will not be possible to sell it wholesale on the 
secondary market. Let us turn to the concept of a “‘securi- 
ties market.” In what cases does it develop? When such a 
concept as the grade of a security appears. Owing to it, 
stocks and bonds find extensive application—they are the 
same, standard. When the moment comes that the market 
accepts only a small number of credit products, it will 
become very convenient for banks to operate. 
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The issue of mortgage credits by banks both to citizens 
and to juridical persons should become constant practice 
in bank operation. At first these will be credits within the 
framework of specific programs, where there are already 
investors and organizations ready to subsidize these 
credits. Such examples already exist. The Standartbank, 
which has begun such operations with the Kama Motor 
Vehicle Plant, can be mentioned. Several thousands of 
long-term credits have been issued at a low interest. This 
is a large-scale plan, according to which the issue of 
about 10,000 credits until 1995-1996 is anticipated. A 
great deal will depend on investors, that is, on the 
resources that they are prepared to invest in mortgages. 
Bank plans also include the extension of credits to 
private individuals, All over the world it is believed that 
for banks these are the least risky operations owing to the 
small sums. In the 19th century it was precisely the 
private issue of large credits into the same hands that was 
the cause of the collapse of the first commercial banks in 
Russia. As a rule, large amounts of credits are not issued 
to natural persons. However, the risk of nonreturn also 
exists. In order to reduce it, very serious prerequisites are 
needed. | will try to note the main ones: 


1. The availability of reliable data on the borrower's 
income, which is necessary for an evaluation of his 
solvency. An efficient operation of the tax service is 
required for this. 


2. The establishment of a bank of data on borrowers’ 
credit histories at the level of cities and regions. If a 
person has a bad credit dossier, no bank will grant him 
credit. 


3. Insurance companies must provide another type of 
service—insurance of the return of mortgage credits. 


4. Firms insuring the purity of the title of ownership, 
which does not yet exist in our country, are needed. 


It is very important to have reliable information on the 
value of real estate. Our firm—Yunifyucher—plans to 
computerize this kind of information all over Russia. We 
are mainly interested in the value of enterprises, office 
premises, and municipal housing so that our clients— 
banks and other financial institutions—may be able to 
use these data. Negotiations are now being conducted 
with several American firms, which have computer real 
estate bases both in the United States and all over the 
world. At our clients’ requests we hope to receive infor- 
mation through the real estate telecommunication 
system operated by us. 


There should be a surplus of information on the real 
estate market. True, everything depends on the condi- 
tion of the real estate and where it is located. There are 
unfinished projects, with which nothing can be done— 
they are ruins. There are projects not meeting interna- 
tional standards, in which technical backwardness is 
inherent even at the planning stage. Foreign investors 
more often prefer to dismantle abandoned projects and 
to build in their places first-class hotels, profitable 
houses, and supermarkets. Unfinished projects must be 
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sold at cut-rate prices, but economic sanctions must be 
established for those who simply stake out a claim in 
expectation of better times. Russia has lost too much, 
transferring money to foundation pits so that they may 
disfigure its appearance for a long time. There should be 
only economic levers here. But the scope for activity is 
wide. Firms working with real estate do not hamper each 
other. Specialization has already appeared: some are 
reconstructing private houses, some lease out housing, 
and some sell cottages with land plots. I will-touch upon 
the characteristics of the Yunifyucher Firm, which | 
head. Its name reflects the idea of combining people's 
efforts for the creation of a worthy future. Our philos- 
ophy is based on the fact that we are surrounded not by 
competitors in the form of real estate firms, but by 
colleagues, together with whom we are creating a civi- 
lized real estate market. We are trying to counterpose the 
systems approach, “turnkey” work, and a system of 
guarantees for the client to amateur brokers. 


About 970 firms connected with the buying and selling of 
dwellings advertise themselves in Moscow now. Things 
are going well for approximately 110 of them. Fifty such 
firms are former state structures established with large 
investments and, therefore, have strong starting posi- 
tions. They had access to information and powerful 
connections, which at times plays a decisive role. How- 
ever, private firms achieved everything by themselves, 
beginning from small things. For example, Yunifyucher 
had a charter fund of only 1,000 rubles. Like the legal 
association BAISO and the SAVVA Firm our firm has 
gained recognition only through its own efforts. 


In June 1993 we presented the first real estate telecom- 
munication system. The development of a remote access 
system is being completed now. It will enable our sub- 
scribers, sitting in Vladivostok, Yekaterinburg, San 
Francisco, or a dacha near Moscow, to communicate 
with Yunifyucher by telephone, to access our central 
computer, and to make any request in an arbitrary form. 
For example, there is a need for a prestigious office in the 
center of Moscow with an area of 200 square meters or a 
separate building in the capital. At present we are ready 
to discuss with interested financial institutions and legal 
structures the question of the establishment of a joint- 
stock company, which will introduce the real estate 
telecommunication system into the Russian market. 


I will also touch upon the realtors’ guild. It unites profes- 
sionals and, therefore, the very participation in the guild 
gives a certain image to a firm and indirectly attracts 
clients to it. The guild raised the question of licensing real 
estate activity. When this is carried out, there will be fewer 
amateurs and simply incidental people in our business. In 
the United States there are brokers, who have received 
licenses and who are able to work on their own. The same 
can also be in our country. The fact that the guild gives 
information and methodological materials to its members 
is also important. It widely popularizes mortgage ideas, 
realizing what important place in its infrastructure is 
assigned to realtors. 
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I think that it is important for people who make decisions 
to pursue their policy in the real estate sphere through 
serious firms. After all, the wider the contact with profes- 
sionals, the bigger the guarantees that policy in the real 
estate sphere will bring success in the realization of the 
housing program, development of cities, and an efficient 
utilization of our country’s land. 


Increase in Minimum Authorized Capital for 
Commercial Banks 


944E0523A Moscow SEGODNYA in Russian 22 Feb 94 p | 


[Article by Rustam Narzikulov: “ii. exation of Bank 
Defects”’] 


[Text] Judging from the reaction of bankers, the decision 
of the Russian Federation Central Bank effective | March 
to raise the minimum amount of authorized capital of 
commercial banks from 100 million rubles [R] to R2 
billion was unexpected not only by the mass media. The 
true motivation behind the 20-fold indexation of the most 
important banking standard is not apparent either to the 
overwhelming majority of bankers or to Central Bank 
personnel themselves, although from the official point of 
view the actions of the Central Bank constitute a normal 
step on the path to achieving convergence of the Russian 
monetary system with international standards. 


These include: mandatory increase of the minimum 
amount of authorized capital to 5 million ECU ($5.6 
million) by | January 1999; registration of new banks, 
effective | March 1994, with minimum amount of capital 
not less than | million ECU; and establishment of the norm 
for including material assets (building, equipment, etc.) 
within authorized capital—their share must not exceed 20 
percent during the first year of the bank’s operation, and 
cannot be less than 10 percent subsequently. 


All these measures are directed, in the words of Dmitriy 
Tulin, deputy chairman of the Central Bank, towards 
“enhancing the responsibility of banks for services afforded” 
and overcoming “the absurd situation existing when it is 
easier to open up a commercial bank than a booth.” 


According to data as of 1 January 1994, 28 banks had 
ownership capital amounting to more than RS billion; 
that of 138 banks ranged from R1 to R5 billion. Thus, 
not more than 7 percent of all Russian banks have any 
real prospect of falling within the norm established in 
accordance with recommendations of the European 
Community. With a more stringent valuation of fixed 
capital (factoring out translation gain/loss and undistrib- 
uted profits, for example), their number is limited to just 
100. The overwhelming majority of banks (about 1,500) 
have capital ranging from R100 million to R! billion, 
and 272 of them—less than R100 million overall. 


The flea-sized dimensions of many banks reflect the fact 
of the shortage of capital, so deplorable for the Russian 
economy, while the main problem in the poor quality of 
banking services is still the consequence of unmanage- 
ability of the banking system on the part of the Central 
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Bank. This unmanageability is explained primarily 
through appreciable criminalization of the most profit- 
able sector of the economy today, and therefore the 
indexation of capital in and of itself will not force banks 
that are violating legislation to alter their behavior. 


Nevertheless, the increase in minimum amount of bank 
capital could be characterized as a first step of the Central 
Bank to improve the banking system if it is incapable of 
taking other, more radical steps, or if these are impossible by 
virtue of the system’s high propensity for crime. However, 
another decision of Viktor Gerashchenko adopted several 
days earlier—on the virtual reconstruction of a very large 
special bank in the form of “the holding company Prom- 
stroybank”—is somehow too closely related to his telegram 
of yesterday to appear coincidental. 


If this theory is confirmed, then the resoluteness with 
which Mr. Gerashchenko is pursuing European stan- 
dards will indeed rid the newborn special institutions of 
tiny competitors, and will rid Russia—not suffering 
from an overaccumulation of capital as things are—of 95 
percent of its banks. 


Solidarity Bank Discusses Successes, Future 


944E0504A Moscow RABOCHAYA arenas 
in Russian 22 Feb 94 p 1 


[Article based on RABOCHAYA TRIBUNA information 
under the rubric “Business News”: “Bankers Bet on Solidar- 
ity” 

[Text] A general meeting of partners of Solidarity Bank, at 


which the results of two years of operation of the banking 
collective were summed up, has been held in Moscow. 


Aleksandr Zaikin, chairman of the board of the bank, 
told the audience: “Indicators of our operations are 
closely associated with the situation of the bank’s 
founders, among which we can point out the FITUR 
[Federation of Independent Trade Unions of Russia], 
the Social Insurance Fund of the Russian Federation, 
and some others, as well as our numerous business 
partners. The reinforcement of the financial standing of 
our colleagues and clients is behind the 13-fold increase 
in the statutory fund, the 13-fold increase in assets, and 
the 20-fold increase in transactions on the balance-sheet 
accounts of the bank.” 


In the opinion of independent experts, Solidarity Bank is 
among the most stable and rapidly developing in Russia. 
In particular, this was facilitated by the orientation of the 
collective of thé bank toward ensuring the complete 
automation of financial transactions. Solidarity has 
implemented a network version of an automated 
accounting system. Clients of the bank are offered the use 
of the “Bank-Client” system which makes it possible to 
make payments and receive original banking documents 
directly in one’s office. 


Recently, Solidarity Bank received a license to conduct 
operations in foreign exchange which has considerably 
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expanded the list of services it provides and made it 
possible to strengthen contacts with quite a number of 
the largest trade union banks of Europe such as, for 
example, the Norwegian Landsbank. 


The meeting of Solidarity’s partners unanimously 
approved the report of the board of the bank and once 
again elected Aleksandr Zaikin as its president, thus 
showing complete confidence in him. 


Yuriy Shatyrenko, chairman of the Social Insurance 
Fund of the Russian Federation, was elected chairman of 
the bank council. 


Businessmen Propose Ten Points for Rescuing 
Economy 


944E0504B Moscow RABOCHAYA TRIBUNA 
in Russian 22 Feb 94 p 1 


(“Proposal for the Government and President of the 
Russian Federation Concerning Urgent Measures To 
Overcome the Financial Crisis of Manufacturing Enter- 
prises” under the rubric “The Nonpayment Crisis”: 
“Businessmen Want To Work for the Benefit of Russia”) 


[Text] 


1. An economic program and a strategy for structural 
changes in the economy that are coordinated with 
manufacturers should be developed and released, 
with priorities pointed out and effective ways for 
their support and development outlined, including 
those in the area of conversion. 


2. The country’s problem of nonpayments, which is 
rooted in the failure of the state to honor its obliga- 
tions to pay industrial and agricultural enterprises for 
products, should be solved. 


The state’s debt to defense enterprises, the agrarian 
sector, and the spheres financed from the budget 
should be settled. 


An amnesty should be implemented for the status as 
of 1993 with regard to arrears in the payment of 
interest for the use of bank credit and in penalties of 
all types for delays in compulsory payments. 


3. In 1994, the upper limit of all types of taxes actually 
paid and other compulsory payments made by man- 
ufacturers of goods should be restricted to a level not 
exceeding 35 percent of the actual generated profits. 


The rate of tax on property should be restricted to a 
volume of no more than 0.1 percent of the book 
value, with depreciation factored in. 


4. Funds allocated by manufacturers to replenish their 
proprietary working capital should be exempted 
from taxation in 1994 without any restrictions or 
qualifications; to this end, manufacturers should also 
be granted the right to interest-free tax credit with a 
repayment term of 24 months. 
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5. All funds actually allocated as investment in produc- 
tion should be exempted from taxation in 1994 
without any restrictions or qualifications. 


6. A special bank investment rate shall be set at a level 
not to exceed one-third of the discount rate of the 
Central Bank on loans used for housing construction. 


7. The standard duration of postal transit in the pro- 
cessing of payments by banks should be established. 


The sender and recipient banks should be charged with 
monitoring the duration of payment processing and 
should be granted the right to debit from the guilty 
parties without acceptance, for the benefit of the sender 
enterprise, fines for delaying payments in the amount of 
two times the discount rate of the Central Bank of 
Russia, on the basis of the registration dates of payment 
documents. 


8. Export duties on raw-material commodities should 
be set in 1994 at levels equalizing domestic and 
world prices. 


Import duties on goods should be set in 1994 at levels 
which, on one hand, ensure reasonable priority for 
domestic manufacturers of similar goods while, on the 
other hand, destroying monopolies on the domestic 
market. 


Technical equipment and subcontracted parts 
imported for the purpose of manufacturing compet- 
itive products should be exempted from customs 
duties on imports. 


9. Temporary state regulation of prices for primary energy 
resources should be introduced, ensuring financial sup- 
port for extractive enterprises at the initial stages out of 
funds especially created to this end, gradually reducing 
subsidies as the economy is restructured. 


10. The thoughtlessly destroyed economic relations with 
republics that belonged to the Soviet Union should be 
restored, and artificial barriers in the path of the move- 
ment of merchandise and money should be removed. 


FITUR Statement Scores Proposal To End Northern 
Compensation 


944E0504C Moscow RABOCHAYA TRIBUNA in Russian 
22 Feb 94 pp 1, 3 


[Article by the Trade Union Information Center under 
the rubric “FITUR”: “The North Does Not Forgive 
Deceit’’] 


[Text] At present, our entire country is in a calamitous 
situation. However, it is particularly hard on northerners. 
If it were not enough that they live under the most severe 
climatic conditions, they fail to get their wages for months 
at a time. 


The hopes attached to the enactment of the Law on State 
Guarantees and Compensation for Individuals Working 
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and Residing in the Regions of the Far North and Areas 
Equated With Them on | June 1993 were dashed. A 
number of statesmen have come to wish for the north- 
erners to be deprived of even the relief envisioned in the 
document. As we have learned, this was discussed on 13 
December 1993 at a conference with First Deputy Prime 
Minister Ye. Gaydar (by now, the former first deputy 
prime minister). On instructions from the conference, 
the Ministry of Finance prepared for the government 
proposals of precisely this nature to be subsequently 
submitted to the Federal Assembly. 


The FITUR [Federation of Independent Trade Unions 
of Russia] considers such a decision impermissible. 
Social tension in a number of northern regions has 
reached the limit; the labor collectives of many indus- 
tries are on a pre-strike status. Because of this, the 
FITUR was forced to approach the head of the govern- 
ment, V. Chernomyrdin, as well as the chairman of the 
State Duma, I. Rybkin, with the request to provide for 
reinforcement of rather than reduction in socioeconomic 
protections for the residents of the North. 


What caused this? The law proposed by the Ministry of 
Finance omits the highly significant words “state guar- 
antees and compensation.” The reference is simply to 
“guarantees and compensation”. That is to say, it is 
proposed that the issues of survival be resolved on the 
principle “to rescue the drowning is up to the drowning 
themselves.” This begs a reasonable question: Why does 
a state need rulers who do not guarantee anything to 
their subjects? 


How does the Ministry of Finance justify the intention to 
omit the guarantees of the payment of regional coeffi- 
cients and percentage bonuses in addition to the wages of 
the northerners? By the fact that the list of areas classi- 
fied as regions of the Far North and localities equated 
with them has been changing continuously. (What if the 
North Caucasus lays a claim to preferences tomorrow?) 
However, the northerners will get a great “benefit” from 
a proposal in Article 12: “The combined volume of the 
payment of regional coefficients and percentage bonuses 
in addition to the wage of one worker per month shall be 
restricted to six times the minimum monthly volume of 
remuneration for labor.” 


One gets the impression that the people in the Ministry 
of Finance are simply unaware of the fact that regional 
coefficients and bonuses were introduced in the North in 
conjunction with sharp differences between local prices 
for consumer goods, foodstuffs, and services from prices 
“on the mainland.” They were introduced in conjunc- 
tion with special geographic, natural, and climatic con- 
ditions of the North. As residents of these regions state, 
the cancellation of coefficients and bonuses will reduce 
their wages by 60 percent. Between 70 and 75 percent of 
employees will end up below the physiological subsis- 
tence minimum. 


The losses that northerners will suffer, if the proposals of 
the Ministry of Finance are accepted, are not restricted 
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to those enumerated. Preferences for women and a block 
of articles concerning retirement benefits will also be 
abolished. Extra leave and the right to free passage to the 
site of vacation, the right to tax relief for enterprises 
manufacturing consumer goods and agricultural prod- 
ucts, and so on will be restricted. 


Of course, we cannot say that the developers of proposals 
that infringe on the rights of Northerners have acted on 
their own whim. They were prompted to do so by the 
most acute crisis in the economy. At the same time, they 
cannot slice through living flesh in this way, dooming 
millions of our fellow citizens to the status of Siberian 


hostages. 
[Signed] Trade Union Information Center. 


Draft Edict Ending Privileges to Northern Dwellers 
Scored 


944E0452A Moscow RABOCHAYA TRIBUNA in Russian 
8 Feb 94 pp 1-2 


[Article by RABOCHAYA TRIBUNA correspondent 
Vladimir Androsenko: “The Moscow Chokehold 
Around Kolyma’s Neck”’} 


[Text] Magadan—lIt turns out that there has not been, nor 
is there now in our government, anyone more preoccupied 
with ideas of social fairness than Ye. G:, iar, leader of 
Russia’s Choice, and his team. The gap in incomes has 
made life unbearable for them. So they wanted to make 
everyone equal. 


True, the excessive wealth detected by the worthy 
reformers was not at all in the possession of the latter-day 
nouveaux riches, but in the possession of... Northerners— 
doctors, teachers, librarians, and pensioners—who are 
supposedly receiving enormous sums for nothing. And 
they propose only one way of eliminating this “crying 
injustice”: to take away the northern and regional coeffi- 
cients and to make everyone equally indigent. 


Yes, it was this very topic that was discussed on 15 
December of last year by Yu. Yarov, E. Pamfilova, and 
others who had gathered at Ye. Gaydar’s office. In the 
draft edict of the president, hastily put together in the 
bowels of the Ministry of Finance on instructions from 
the high-level gathering, this is directly stated: “The 
existing system of benefits and compensations (for 
Northerners) levels the measures taken by the president 
and the Government of the Russian Federation on social 
protection of the needy and insufficiently provided-for 
strata of society, and it increases the inequality of 
citizens who are living in the same climatic conditions 
and receiving benefits for the discomfort of their living 
conditions. A significant disproportion in incomes of 
separate strata of the population has become apparent in 
the payment of regional coefficients and percentage wage 
increases in the regions of the Far North, and in localities 
and regions of equal status, where regional coefficients 
have been established by legislation currently in force.” 
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Further, the Council of Ministers is given the instruc- 
tion: “In one month's time, prepare the appropriate 
decision, meaning the revocation of baseless benefits and 
compensations, and the elimination of disproportions in 
the incomes of separate strata of the population due to 
paid benefits and compensations and the limiting of the 
total size of payments of regional coefficients and per- 
centage wage increases to six times the amount of the 
minimum monthly wage.” 


In the regular draft law on the North that is affixed to the 
edict, many of the compensations won by the working 
people have been revoked (for instance, paid fare to a 
vacation place once every two years), and the previous 
law, which had been worked out with such assiduity and 
adopted by the Supreme Soviet of the Russian Federation, 
has been, to all practical purposes, liquidated. 


But we shall see what the measures proposed by Ye. 
Gaydar, B. Fedorov, and company (I speak of these 
people advisedly, for despite the formal exit of these 
gentlemen from the government, it is precisely now that 
their drafts are being intensively “forced through”) will 
bring the Far North and its inhabitants. The edict will 
concern primarily workers paid from the budget and 
workers in subsidized sectors. And to a greater degree, 
even, than proposed by the rosy-cheeked fighters for 
justice. The point is that in the packet of affixed docu- 
ments, the guarantees and compensations are called state 
ones, although their carrying out is entrusted to enter- 
prises and organizations, and also to local budgets. 
Considering their disastrous position, it is possible to say 
straight out: Compensations will inevitably be curtailed, 
with the exception, perhaps, of payments of the above- 
mentioned sixfold minimum wages. Will they cover the 
real needs of northerners? 


Today the total sum of the regional coefficients and 
northern supplements in regions of the Far North fluc- 
tuate between 150 percent and 200 percent. That is, with 
the payment of a base salary of 100,000 rubles [R], the 
worker is entitled to another R150,000 or R200,000. Is 
this a lot or a little? 


The cost of food products in Kolyma is seven or eight 
times higher than in Moscow, and four times higher than 
in the Far East. A loaf of bread, for example, costs 
R1,500 here; a liter of milk, R3,000; 10 eggs, R4,000; 
and a kilogram of meat, R15,000. The basket of physio- 
logical survival—of the minimum selection of food 
products capable just barely of sustaining life—cost 
R70,000 in Magadan in December, and in the back- 
woods of the oblast it cost R120,000. 


But after all, a person wants not only to survive, but to 
live—to eat, drink, clothe himself, and support his 
family in normal fashion. Until now, workers paid from 
the budget, thanks to a contrasting replacement of coef- 
ficients, have been able to maintain their not very 
substantial existence. At the end of last year their average 
salary in Chukotka amounted to R150,000-R 180,000, 
which is already higher than the level that the Gaydarites 
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propose to establish. But in fact since the new year, 
prices, running ahead of the wage increase promised by 
the president, surged sharply higher. 


The cost of electricity, heating, and hot and cold water is 
going up by a factor of five; apartment rents are going up 
10-fold. By May, specialists predict an increase in the 
price of a liter of milk to R5,000 in Magadan and to 
R8,000 in Kolyma, and the price of 10 eggs, to R6,000- 
R9,000. These prognoses, without a doubt, will prove 
justified, for a lack of fodder has compelled the slaughter 
of cows and hens—their numbers now amount to a third 
of what they were before the reforms. This means that in 
the near future we must expect a four- or fivefold 
increase in the cost of living, at a minimum. 


The rottenest thing about it is that the northerner has 
nowhere to go from this hopeless situation. He can no 
longer go anywhere from here. Just one ticket, for 
instance, from Susuman to Novosibirsk costs half a 
million rubles. And with all one’s household things— 
R3-4 million. Whereas according to the latest govern- 
ment decree, a person moving away from Kolyma can 
receive for his vacated housing only 10 minimum wages 
for every year worked. That is, for 20 years of northern 
work, a person is entitled to an amount that is insuffi- 
cient even to pay for his freight. 


And such a “good life” brings down on northerners the 
accusation of extravagance. Oh Lord, what is it that 
makes those in power hate their own people so? 


The Magadan association of trade unions called on the 
citizens of Kolyma actively to oppose the adoption of 
these acts. “The main thing here is not to allow the 
signing by the president of the draft edict prepared by the 
Ministry of Finance,” says the chairman of the associa- 
tion, A. Makhankov. “The draft law must be discussed in 
the Federal Assembly, where it will inevitably be voted 
down. But the edict, having become a fait accompli, will 
make the defense of northerners’ vital interests immea- 
surably more difficult.” 


And that is why rallies are being held at enterprises in the 
oblast, and an appeal is being drafted to the government 
and the president, protesting against the new infringe- 
ment of the rights of northerners. 


A fundamentally different attitude toward these events is 
being expressed by the oblast administration. “Inflaming 
popular opinion, the trade unions are pursuing their own 
political ends,” believes its head, V. Mikhaylov. “No one 
has come to discuss these documents with us by the 
official channels, and therefore we cannot believe just 
any conjecturings.” In other words, the administration 
considers what is happening to be merely provocation on 
the part of the trade unions, resting on no real grounds. 


The administration is playing games. The trade unions 
provided it with copies of the documents put “into 
production” by the Gaydarites. 
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Bryansk Plant Succeeds in West, in Trouble at Home 


944E0524A Moscow RABOCHAYA TRIBUNA in Russian 
23 Feb 94 pp 1-2 


[Article by RABOCHAYA TRIBUNA staff correspondent 
Eduard Mokhorov under the rubric “A Banal Economic 
Story”: “A Blow Below the Belt. From Their Own...” 


[Text] 


How a Successful Bryansk Plant That Made It to the 
World Market With Its Unique Product Sustained 
Crushing Losses Caused by Ideas of Homegrown 
Reformers | 


There is little to cheer about in factory life these days. 
Nevertheless, until recently the Bryansk Machine 
Building Plant [BMZ] seemed to be a happy exception to 
the rule. The BMZ Association had integrated into the 
world division of labor earlier than many Russian enter- 
prises. Thanks to many years of close cooperation with the 
well-known European firm Man-Burmeister and Wein 
Diesel AO [name as transliterated}, Bryansk ship diesels 
sell well among ship owners of many Western countries. 
This brought our producer the desired foreign currency 
and some economic independence. I am convinced that 
the BMZ can serve as a model for Russian industry's entry 
into the world market. 


Actually, the famous formula “do as I do and you will 
succeed” requires some clarification in this case. This 
industrial giant’s road to the market is far from being the 
result of the current economic reform. The foundation 
for integration was laid at the time Aleksey Kosygin 
headed the government. The advance technical base 
developed in the 1960's and subsequent years. But on 
top of that it took several decades to adapt to the world 
of Western business. Our mentor and companion all 
these years was one of the oldest engineering firms in 
West Europe with an impeccable reputation. 


This latter circumstance to a large extent predetermined 
our success. And this is what we need to remember: The 
circles where the company, whose name begins with 
“Man,” rules, do not accept novices and strangers. There 
is apparently no other road to success in the West. Most 
Russian goods producers today do not have such a 
unique experience in working with Western partners. 
Nevertheless, all want access to the world market, the 
road to which is simply closed to many. We, on the other 
hand, habitually explain first failures as intrigues of 
capitalist monopolies, who do not want to see Russia as 
a worthy partner. 


The situation is somewhat more complex. We have lived 
in a closed economic space at the time when the world 
was going through integration. Integration of financial 
power; concentration of scientific and technical intellect; 
settling spheres of influence. The militarized, secret 
Soviet industry, with all its technical achievements, 
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remained on the wayside of the world integration pro- 
cess, and no laments, obligations to put one’s life on the 
line, or shock therapy experiments will reduce this lag, 
will relieve Russian producers of the necessity to go 
through a natural, rather lengthy process of adaptation in 
the world community. By the way, our air and space 
industry is embarking on the beginnings of this road— 
they have signed agreements on joint projects with U.S. 
companies. 


At different times over a number of years I was present 
at key negotiations between the Bryansk Machine 
Building Plant and Western partners. There were 
moments when the fate of subsequent relations with 
companies hung in the balance depending on the last 
word of our general director. The negotiations scenario is 
routine: We are offered cooperation on terms by which 
we have to give up a considerable part of our own profit; 
if this is not acceptable, negotiations inevitably fail. 


After one such climactic moment, which resulted in 
signing a long-term agreement, I had a frank conversation 
with BMZ General Director Artur Chebrikov. 


“If you did not accept the terms, what would be the 
consequences?” was my question. 


““Lamentable,” summed up Chebrikov. “Our country 
would have to cease production of ship diesels within the 
next few years. We would begin buying the same kind of 
diesels in other countries and equip our sea vessels with 
them.” 


“But our diesels are as good as foreign, are they not?” 


“They are just as good,” agreed Chebrikov. “But the 
Man-B. & W. Diesel AO controls the world network of 
company service and maintenance of sea transport, and 
in the event we break our relations no service will be 
available in any port for vessels equipped with Bryansk 
diesels. Then no ship owner will want to buy BMZ 
products.” 


This is how small the world is. 


Chebrikov accepted all the terms of the firm, and in the 
final count the contract turned out profitable for both 
sides. Actually, even more profitable than all previous 
contracts: In the past, Bryansk diesel-builders them- 
selves searched for buyers for their products; after 
signing this deal, the Germans and Danes took this 
responsibility, and they know the Western market far 
better than we do. 


Orders from leading ship-building companies started 
pouring as if from the horn of plenty. At the same time, 
the firm was extremely conscientious in fulfilling obliga- 
tions with respect to technical cooperation. The West’s 
good will also showed during those difficult times for 
BMZ when the Union Government confiscated the 
foreign currency holding in the plant’s accounts. Che- 
brikov ran up a considerable debt to his partners. But the 
Germans were patient, did not break relations. Debt 
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deferment helped our side to resolve the problems of 
financing, pay off old debts, and get on its feet. 


The Western business world needs the peaceful Russian 
might. Farsighted people in Europe do not live day by 
day. It all depends on how things will proceed with 
respect to our own reforms. But even with respect to.such 
“market” enterprise as BMZ’s one cannot say with 
certainty that the crisis is over. 


A year ago it looked like the Bryansk Machine Building 
Plant, with numerous orders from the West, had all the 
chances of avoiding the problems that are rocking Russia 
today. The powerful Man-Burmeister and Wein teamed 
up Bryansk diesel-builders with its subsidiary Holeby [as 
transliterated], a world-recognized authority in the area 
of design and marketing of auxiliary ship diesels. New 
profitable orders came. In the current year of 1994, BMZ 
will build 30 ship diesels. Last year they built 26; a year 
before, 22. Our industry has not seen such dynamic 


growth for a long time. 


It is even more regrettable that success in the world 
market does not make the life of this labor collective 
easier. The enterprise’s situation today differs little from 
the lot of troubled Russian plants that have found 
themselves on the verge of bankruptcy. Alas, one cannot 
build a market economy on the territory of one separate 
oblast or factory. 


The BMZ combines several major production facilities. 
The state of the world market for ship diesels was 
favorable, but the rest of the output has always been 
oriented towards domestic needs. And that single 
country no longer exists. 


As a result of the Belovezha impromptu, BMZ lost its 
traditional market in Ukraine and Central Asia. The 
Ministry of Railroads found itself insolvent. There are 
no buyers today for freight railcars, refrigerator sections, 
diesel locomotives and engines for them, as well as 
consumer goods. 


Forced lengthy stoppages of these productions followed. 
About 1,000 workers were sent on an indefinite leave. 
But these people need to be paid at least a minimal 
allowance. It amounts to R15,000 rubles a month. In 
1993, BMZ began to irretrievably lose highly skilled 
cadres. Low-skilled workers, whose services these days 
could be dispensed with, on the contrary, hold on tight to 
their jobs. Labor veterans also are seen as an additional 
burden today. There are about 3,000 of them still 
working today. They are the first candidates for layoffs, 
but the process probably will not be limited to just 
pensioners. 


Without producing material goods, unneeded people live 
today at the expense of those who have jobs. One salary 
is sometimes shared by two, three, or four. There is a 
rumor that CIS railroads are on the verge of collapse. 
Unless mass replacement of the rolling stock is under- 
taken within the next two years, we will have a situation 
similar to the times of the civil war. This brings a weak 
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hope for revival. The hope is based not on real credits or 
investment, but on the anticipation of irreversible ruin. 


The BMZ Association today resembles an air balloon 
that is rapidly losing altitude. The travelers, in order to 
save themselves, hurriedly dispose of extra weight on 
board. What gets sacrificed are child care facilities, 
recreation bases, a sports school, housing construction, 
municipal services, and jobs. True, the association 
earned a R12-billion profit over the past year, but it is 
also owed the same amount by insolvent customers. 


The insolvency crisis is exacerbated by the thoroughly 
corrupt financial and banking systems. As is known, a 
market is based on the reciprocal movement of goods 
and money supply. Success comes to those who can 
ensure for themselves a high velocity of capital turnover. 
The higher the velocity, the greater the profit, and the 
greater the working capital savings. 


In the world of civilized market economics the procedure 
of completing a payment is measured in minutes. Under 
Gaydar, a new procedure was put in place whereby pay- 
ments take two to three weeks to reach their destination, 
or sometimes “wander around” for months. Other peo- 
ple’s money that is not transferred to its proper owner in 
a timely manner, is put into turnover, bringing consider- 
able profits to speculators and dishonest bureaucrats. This 
is how initial capital is accumulated. 


It appears that things have been straightened out under 
Chernomyrdin. Now payments sent by telegraph take 
three days. Regular payments—one week. At the same 
time, the problem of clearing with Ukraine and the other 
CIS countries has not been resolved. Gaydar proclaimed 
presumptuously that he had put in place the foundations of 
market structures in Russia. But if this is a market, then 
it would be appropriate to remind that during the noto- 
rious times of stagnation the planned system, with all its 
vices, ensured that payments reached addresses in any 
point of the Soviet Union within hours. 


What meaning then does Yegor Timurovich put in the 
notion of “market?” 


The Bryansk Machine Building Plant is not isolated from 
Russian reality. Income earned from ship diesel produc- 
tion keeps the association’s entire infrastructure afloat. 
There are simply no other sources today for propping up 
the shaky financial situation. There is an earring for each 
sister, and in the final count the general financial collapse 
is avoided only thanks to foreign currency earnings. 


The forecast for 1994 also is bleak. Further sharp decline 
is expected in orders for freight railcars, diesel locomo- 
tives, engines for them, and refrigerator sections. Entire 
plants will be idled for long periods of time, as happened 
quite recently in automobile building. 


The enterprise leadership no longer speaks of the possi- 
bility of averting mass unemployment, but hope to at 
least preserve the skeleton cadres. The list of insolvent 
debtors is growing menacingly fast. Ukrainian ship 


FBIS-USR-94-023 
10 March 1994 


builders owe BMZ R7 billion. To refuse to ship more 
products means to lose the plant’s traditional distribu- 
tion market for a long time. But working for free for an 
Ukrainian uncle also means neglecting one’s own needs. 


This was the situation at the time the plant approached 
the new phase of the reform, widely promoted by the 
well-supervised press. What a tempting word: privatiza- 
tion. It means transfer of the state-owned depersonalized 
property into the hands of real, judicious owners. The 
BMZ has just been proclaimed a joint-stock society. 
Today this major industrial enterprise is owned by 
27,000 people. 


But the social portrait of the new owner comes out 
one-sided and faceless. It is workers and office workers 
who have been practically reduced to the status of 
lumpens, temporarily unemployed, and pensioners. In 
short, the same hired labor, which now has also lost the 
right to social protection, unsure even of tomorrow. Are 
these the owners, free proprietors, independent from the 
state and the rulers? According to Mr. Chubays, it 
appears to be so... 


The status of owner does not elicit any enthusiasm among 
the newly-baked stockholders-capitalists. The enterprise 
cannot give anything today to its nominal owners. Forget 
dividends! The “owners,” stockholders cannot even get an 
elementary guarantee of the right to keep their jobs. 


And the “owners” themselves cannot offer the plant, 
which theoretically belongs to them personally, anything 
but their own pair of working hands. The Bryansk 
Machine Building Plant Joint-Stock Society, however, at 
this point has no need for this valuable—or at least this is 
what we have been taught under socis!ism—-capital. 


One has to admit that the new interpretation of the 
famous slogan “he who had been nothing will become 
everything,” for the sake of which, actually, the people 
rose in defense of the White House and President Yeltsin 
in August 1991, clearly has suffered an utter defeat. More 
than anything, the BMZ Joint-Stock Society needs 
credits, investment, orders, distribution markets. There 
are no rich owners, however, among the stockholders. 


And where are our Russian banks and investme:.i funds? 
Created, in theory, for the purpose of supporting domestic 
industry by financial resources, all they have been able to 
accomplish so far is loud, to the point of vulgarity, self- 
advertising on television. They also have enough drive to 
engage in speculative operations in playing the dollar 
exchange rate, Royal spirits, and Snickers. Russian foreign 
currency accumulates in foreign banks. 


BMZ General Director Artur Chebrikov and other enter- 
prise managers had entertained some hope that Western 
partners would show some interest in the stock of the 
Bryansk joint-stock society. The Man-B. and W. Diesel 
AO does not display any such interest in Russian affairs, 
however. What capitalist would assume somebody else’s 
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headache? And with it, the burden of crashing state 
taxes, the responsibility for others’ debts and others’ 
unemployed? 


The ideal of the proclaimed Russian reform was the 
revival of the owner, a proprietor free from the state. The 
outcome of the two-year-long exhausting shock therapy 
epic shows that Russia today is farther away from the 
conceived goal than it was at the beginning of this road. 


The result of privatization according to Gaydar and 
Chubays is property that is still ownerless, but on top of 
this, is now lumpenized. This is a terrible result for a 
great country at the finish of the century. We were 
promised the rebirth of a class of proprietors. But today 
all that looms over nationalized factories and plants is 
the specter of common proletarian poverty. 


Data on Living Standard in Moscow, Regions for 
1991-93 


944E0531A Moscow EKONOMIKA I ZHIZN in Russian 
No 7, Feb 1994 p 16 (insert) 


[Article by V. Bobkov, RF VTsUZh director, and A. 
Razumov, RF VTsUZh deputy director: “Standard of 
Living for Russia and Its Regions”’} 


[Text] The problem of the standard of living under 
conditions of radical transformations is at the center of 
society’s attention. In complex scientific studies by the 
All-Russian Center for the Standard of Living [VTsUZh] 
under the Russian Federation [RF] Ministry of Labor, 
official statistics based on data from the RF Goskomstat 
(State Committee for Statistics) have been used along 
with the VTsUZh’s own calculations, which are based on 
original methods that make it possible to obtain compar- 
ative estimates of the level and dynamics of real incomes 
and personal consumption for Russia’s regions. The 
VTsUZh is also conducting selective sociological 
research among the population in order to determine the 
connections between the level of material provision of 
the members of the families studied, on the one hand, 
and their status (employment, behavioral motivation, 
and so on) in the labor market, on the other. 


The standard of living represents the degree of develop- 
ment and satisfaction of needs for the individual living 
in a society. In accordance with Article 25 of the ILO 
Convention “On the Basic Goals and Norms of Social 
Policy” No. 117, an individual has the right to the 
standard of living, including food, clothing, housing, 
medical care, and social services, necessary to maintain 
his own health and well-being and that of his family, as 
well as the right to provision in the event of unemploy- 
ment, disability, widowhood, or other instance of the 
loss of the funds for existence due to circumstances 
beyond his control. According to a U.N. recommenda- 
tion, the standard of living is measured by a system of 
indicators characterizing health, consumption level, 
employment, education, housing, and social provision. 
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The most general measure of a population’s standard of 
living is its real income as a monetary measure of all 
goods received in the course of a given period cn a per 
capita basis. With inflationary processes, the necessity 
arises to assess these incomes, and above all salary, 
according to their purchasing capacity, i.e., corrected for 
the price index. 


Reali monetary income for the Russian population at the 
end of 1992 was 96.4 rubles [R] (in 1983 prices) per 
capita per month. Analysis of the dynamics of real 
monetary income for Russia as a whole for the period 
1992 to July 1993 attests to their vacillating nature due 
to the time lag between the dynamic of monetary income 
for the population and the dynamic of prices. According 
to our calculations, real monetary income for the Rus- 
sian Federation in the third quarter of 1993 was less than 
two-fifths of what it was in the fourth quarter of 1991. 


One reason for this level of real monetary income lies in 
the fact that minimum levels for wages, pensions, sti- 
pends, subsidies, and other social outlays have been 
reviewed quarterly, resulting in a substantial lag behind 
price rises. With the increase in inflation, this has led to 
a growth in poverty. 


We see an obvious rift between the tendency of prices to 
approach the world level and the relative devaluation of 
Russian manpower. The lack of development of the 
labor market and the absence of obiective price setting, 
including for manpower, encourage a specific and 
growing portion of the population to engage in activities 
in economically and socially ineffective spheres (the 
shadow economy, speculation, resale, and so forth). New 
strata of the population are being formed, including 
entrepreneurs, with high and super-high monetary 
incomes. On the other hand, the portion of the popula- 
tion doomed to poverty or at best to a low material 
sufficiency is mounting. 


The extremely difficult situation with real monetary 
incomes is partially alleviated by in-kind incomes and 
free services. At the present stage of the reforms, incomes 
are growing as a result of people holding more than one 
job or working private plots, as well as engaging in 
individual activity. From 1985 to 1992, gross output 
from private plots increased in comparable 1983 prices 
by a factor of 1.4, and their proportionate share in gross 
output for all of Russia’s agricultural output for the same 
period increased by 23-33 percent. 


For the most part, free state services for health care, 
education, and housing have been maintained. Taking 
into consideration both the fact that the population 
obtains some of its goods as a hedge against future higher 
prices, and nonmonetary income, real income for the 
population as a whole in recent years declined from 
R138 per capita per month in 1991 on average by a 
factor of about 1.5, a decline that affected primarily the 
less well-off part of the population. 


The decline.in real income has been expressed in the fact 
that in 1992 the population began to consume the most 
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important food products and to buy nonfood goods to a 
significantly lesser extent than in 1990: consumption of 
meat and meat products fell from 68 kg to 58 kg per year; 
meat and dairy products from 386 kg to 295 kg; eggs 
from 296 to 256; sugar from 47.2 kg to 33.6 kg; vegetable 
oil from 10.0 kg to 6.5 kg; vegetables, melons, and gourds 
from 89 kg to 83 kg; and fruits and berries from 35 kg to 
33 kg. Only the consumption of potatoes and grain 
products rose slightly, reaching 119 kg and 122 kg per 
capita per year, respectively. Fabric consumption for this 
period fell from 39.14 to 22.0 square meters, and shoes 
from 3.27 to 2.16 pairs per capita per year. 


At the present time, what is advancing ever more sharply 
to the fore is the task of studying the influence of the 
transition to a market economy on the standard of living 
in the various territory-subjects of the Russian Federa- 
tion and the possibilities of comparing individual 
regions for standard of living achieved and its dynamic. 
In order to address this task, the VTsUZh is monitoring 
incomes and consumption for the regions of the RF. 


The dynamic of real incomes and personal consumption 
differs substantially for individual regions. These indi- 
cators are dropping most quickly in the Severo- 
Kavkazskiy and Tsentralnyi and Severo-Zapadnyi 
regions. Matters are slightly better in the Tsentralno- 
Chernozemnyy and Povolzhskiy regions, where the level 
of self-provision of consumer goods has always been 
relatively high, as well as in the Uralskiy and Volgo- 
Vyatskiy regions, that is, the regions where defense 
complex branches are concentrated and where the level 
of consumption is being supported by the state at the 
present time. 


The Tsentralnyy region has ceded first place for level of 
per capita consumption to the Dalnevostochnyy region. 
The average Russian level of per capita consumption for 
the Povolzhskiy and Severnyy regions has begun to rise 
tangibly. Meanwhile, the Zapadno-Sibirskiy and Vos- 
tochno-Sibirskiy regions, where previously the per capita 
consumption corresponded more or less to the average 
Russian level, have begun to lag behind it. 


We think that the subjects of the Russian Federation as 
well as the central economic organs would be interested 
in obtaining and utilizing this information in order to 
develop and fine-tune their own measures for imple- 
menting the social policy being carried out on the 
territorial level. 


To assess citizens’ standard of living, the concept of a 
“minimum consumption budget” (MPB) is used. The 
MPB is calculated to provide for the full satisfaction ofa 
person’s reasonable requirements. The BPM (minimum 
subsistence budget) ensures the basic conditions for life 
at this stage in society’s development so as to maintain 
both people’s ability to work and their health. 


The BPM envisages average per capita consumption as 
follows: grain products 130.8 kg per year; potatoes 124.2; 
vegetables 94.0; fruits and berries 19.4; sugar 20.7, meat 
products 26.6, fish products 11.7; dairy products 212.4; 
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vegetable oil and margarine 10 kg per year; and 151 eggs. 
The food basket used in calculating the subsistence 
minimum was developed by specialists at the Nutrition 
Institute of the Russian Academy of Medical Sciences. In 
accordance with their recommendations, the daily 
caloric value of foods included in the BPM comprises at 
least 2720.4 calories for working-age men, 2138.4 calo- 
ries for working-age women, 1976.6 calories for pen- 
sioners, 1581.6 calories for children under 6 years of age, 
and 2385.6 calories for youths ages 7-15, or 2236.7 
calories on average. The food basket underwent expert 
analysis in the World Health Organization and received 
a positive evaluation. The structure of the BPM includes, 
apart from expenditures for food, expenditures for non- 
food goods, services, taxes, and other mandatory outlays. 


The minimum subsistence level varies according to 
regional characteristics in its monetary expression as 
well. Thus, its highest amount was in the Dalnevos- 
tochnyy region (R58,237 in October 1993), in Khanta- 
Mansiyskiy Autonomous Okrug (R87,244), and in 
Amurskaya Oblast (R69,126); its lowest was in the 
Tsentralno-Chernozemnyy regions of Russia (R 18,864), 
the Republic of Tatarstan (R15,815), the Republic of 
Karelia (R10,970), and Rostovskaya Oblast (R17,123). 


If we compare conditions of current minimum-level 
consumption in October and with July, we discover the 
following tendencies. The minimum cost of life declined 
in comparison with the average Russian level in the 
Severo-Zapadnyy, Volgo-Vyatskiy, Tsentralno- 
Chernozemnyy, Povolzhskiy, and Uralskiy regions. It 
increased, and quite noticeably, in the Vostochno- 
Sibirskiy, Zapadno-Sibirskiy, and Dalnevostochnyy 
regions. In the remaining areas the correlation between 
the monetary assessment of minimum requirements and 
the average Russian level remained virtually unchanged. 


Contemporary reforms have significantly intensified the 
differentiation in the population by level of income and 
consumption. Usually for these indicators the 10 percent 
worst-off and best-off portions of the population are 
compared. According to data from budgetary research, 
in October 1993, the average level of monetary per 
capita income among the 10 percent best-off exceeded 
the corresponding level among the 10 percent worst-off 
by a factor of 6. Within a year, the degree of differenti- 
ation had nearly doubled. In October 1993, the share of 
income among the 10 percent best-off in the total income 
fund comprised 19.3 percent, whereas the share of the 10 
percent worst-off in the total income fund comprised 3.2 


percent. 


The data cited above must be evaluated critically, since 
budgetary statistics do not reflect sufficiently fully all 
strata of the population. The most well-provided, rich 
families get left out and thus the proportion of poor in 
the total numbers is greatly exaggerated. 


The VTsUZh differentiates the population by level of 
income and consumption in relation to consumption 
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budgets. It has distinguished five population groups with 
various levels of material provision: 


—group I are the “poor” families, whose per capita 
income is less than or equal to the cost assessment of 
the minimum subsistence budget; 


—group II are the “low-income” families, whose per 
capita income falls between the cost assessment of the 
minimum subsistence budget and the cost assessment 
of the minimum consumption budget; 


—group III are the “middle-income” families, whose per 
capita income falls between the cost assessment of one 
and two MPBs (or varies around the average budget); 


—group IV are the “well-off” families, whose per capita 
income falls between double the MPB (or the average 
budget) and the per capita income level (or reasonable 
consumption budget) that conventionally character- 
izes “rich” families; and 


—group V are the “rich” families, whose per capita 
income is higher than the income conventionally 
characterizing “rich” families (or the reasonable con- 
sumption budget) and is defined by differentiated 
budgets (as of July 1993 this was accepted as being 
over R150,000 per family member). 


According to data from selective research, in July of this 
year, poor families made up 32 percent of the population, 
low-income 41 percent, middle-income 20 percent, well-off 
5.5 percent, and 1.5 percent of the population lived in rich 
families. Special research indicates that the breaking down 
into extreme groups for per capita income levels is 
mounting at an increasing rate. In 1993, the incomes of 
“rich” families (group V) exceeded the per capita incomes of 
poor families (group I) by a factor of as much as 30. 


In world practice, the proportion of income used for 
food in the family budget is used as a general indicator 
for standard of living: the lower this proportion, the 
higher the standard of living. Selective research by the 
VTsUZh indicates that in the middle of this year for the 
14 percent worst-off in the population, the share of 
expenditures for food in the budgets of their families was 
over 83.1 percent, for 31 percent 67,1-81.3 percent, for 
34 percent 44.1-67.0 percent, and for 14 percent 23.0- 
44.0 percent. For the 8 percent best-off, the propor- 
tionate weight of expenses for food in families’ budgets 
came to less than 23 percent. 


As analysis indicates, the poor include the greatest 
degree of broken families. Families with many children 
find themselves in the most difficult material position, 
up to 60 percent of them being concentrated in group I. 
Refugees and migrants, up to three quarters of whom fall 
into the category of poor families, are in an especially 
difficult situation. 


The level of family income rises in direct proportion to 
how much of that income is in the form of wages. The 
highest level and proportionate weight of wages in rich 
families is determined by additional employment. In 
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these families, income from cooperative enterprises and 
from other labor activity comprises up to 30 percent of 
all sources of income, or about 30 times. more than the 
corresponding income in poor families. Poor families are 
characterized by a higher proportion of income in the 
form of pensions, subsidies, and stipends. The propor- 
tionate weight of these incomes nonetheless declined in 
poor families by comparison with the initial period of 
reform in 1992. 


Among the poor able-bodied population, the propor- 
tionate weight of those working in state and municipal 
enterprises is approximately twice as high. At the same 
time, up to 40 percent of all those working from the rich 
income group work in individual (family) and private 
enterprises, while among the poor able-bodied popula- 
tion this indicator is 20 times or more lower. Among the 
rich, income from shares and other forms of property 
(other than private plots) reaches up to 10 percent of the 
total volume of income, while among the poor this 
income does not exceed 1.5 percent. As income rises, the 
commercial orientation of the private plot is increasingly 
manifested. If in poor families the overwhelming mass of 
output is used for personal consumption, in well-off and 
rich families up to 50 percent of all net output from 
private plots is sold. 


Poor families have been most affected by unemploy- 
ment. Analysis indicates that up to half of those individ- 
uals who are able-bodied and who receive an unemploy- 
ment subsidy are concentrated in poor families. 


Among poor families, the proportionate weight of the non- 
able-bodied is significantly higher than among rich families. 
According to VTsUZh assessments, at present more than 
two-fifths of the members of poor families are children or 
individuals older than working age. In rich families these 
social-demographic groups comprise about one-sixth. In 
several regions up to 40 percent and more of all children live 
in poor families. Among the dependents in these families, 
mothers raising young children are represented significantly 
more often than in others. 


In social programs to support the standard of living, it 
obviously makes sense to separate out the following blocs: 


—measures to provide guarantees to all population 
groups and strata (minimum social norms: salaries, 
pensions, stipends, other social payments, taking into 
consideration socioeconomic conditions in the 
regions; ecological conditions of survival, safety, and 
others); 


—measures for the social support of the able-bodied 
population (above all, the creation of conditions for 
the independent resolution of the problem of raising 
their families’ standard of living); 


—measures for targeted social protection of the non- 
able-bodied population, measures to protect citizens 
who find themselves in difficult life situations, and 
marginal population groups; as well as resource, infor- 
mation, and organizational provision for the program. 








50 RUSSIA 


Such a structure for this type of social program makes it 
possible to isolate the most severe social problems, to 
lend a systematic nature to all envisaged measures, and 
to take into account specific local features. 


As a result, we can expect an increase in the efficiency of 
social policy and the approach of a turning point for 
inauspicious tendencies in the socioeconomic status of 
Russia’s population. 


Industrial Production Statistics for February 1994 


944E0511A Moscow DELOVOY MIR in Russian 
11 Feb 94 pp 4-5 


[Article by Doctor of Economic Sciences Aleksandr 
Frenkel, under the “A Forecast’ rubric: “Russian 
Industry in February”]} 


[Text] Since the beginning of 1994, the situation in 
industry has worsened sharply. According to the current 
data, it looks as if the decline of production in January 
will be more substantial than had been presented in our 
January forecast. 


There will be 20 work days in February 1994—the same 
number that there was in February 1993. A sharp decline 
in production will continue in an absolute majority of 
industrial sectors in all regions of Russia. Output of more 
than 85 percent of varieties of products produced will 
decline. The output will decline by more than 20 percent in 
most machine-building sectors, the chemical industry, a 
number of sectors in the construction materials industry, 
production of home appliances, and the light industry. 


The value of the physical volume index of the output will 
measure in February in Russia as whole at 0.802 (in 
ecerber it was to 0.839 as compared to the forecasted 
Jue of 0.854—see DELOVOY MIR, 10 December 1993), 
a1 is, production will decline by 19.8 percent. The 
average daily output of industrial production will decline 
in February also by 19.8 percent as conpared to 1993. (In 
December, the average daily output declined by 14.1 
percent as compared to the forecasted value of 14.6 
percent—see DELOVOY MIR, 10 December 1993). 


The financial situation of most enterprises is unstable. 
To a large extent, this is associated with the exacerbating 
solvency crisis. According to the Russian Goskomstat 
[State Committee for Statistics] data, as of 1 December 
past due payments owed to suppliers by consumer enter- 
prises amounted to 8.304 trillion rubles [R] and 
increased over the month by 30.3 percent. Past due 
indebtedness will continue to increase in February. 


The situation in the fuel and power generation complex 
sectors in February will change only insignificantly as 
compared to the preceding winter months. Production of 
oil will decline over the month by 3 million tonnes (11 
percent) and will amount to 26.8 million tonnes, Oil 
production in Tyumen Oblast, which accounts for two- 
thirds of all oil production in Russia, will decline in 
approximately the same proportion. The drop in the 
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output results in cutbacks in primary processing of oil, 
which will reach 10 percent in February. This in turn will 
cause a decline in the production of automotive gasoline 
by 9 percent, diesel fuel by 12 percent, and boiler oil by 
9 percent. Gas production will decline somewhat in 
February—by | percent (0.5 billion cubic meters). The 
decline in production is the result of the difficult eco- 
nomic situation in the industry and the strained circum- 
stances of consumers of its output. The probiem is that 
the current level of production lately on the whole 
corresponded to domestic needs in gas. At the same time, 
consumers’ insolvency in near-abroad countries results 
in cutbacks of its deliveries there and, as a consequence, 
cutbacks in production. 


Electric power generation at public utilities will decline 
over February by 2.6 billion kWt/hr (3 percent), which will 
be brought about mainly by a decline in power generation 
at heat and power plants (by 4 percent) and hydroelectric 
stations (also by 4 percent). Production decline in power 
engineering results to a large extent from disruption in fuel 
deliveries (especially coal), as well as cutbacks in deliveries 
of electric power to consumers with whom the utilities 
have outstanding unpaid bills for many months. The 
structure of fuel consumption by heat and power plants in 
the beginning of 1993 was as follows. The share of gas in all 
fuels used equals 64 percent, coal—24 percent, and petro- 
leum products—12 percent. 


Production of coal in February as a whole will drop off 
by 1.2 million tonnes (4 percent), including coal for 
coking—by 2 percent. A number of mines have declared 
a prestrike condition. Many of them are delaying ship- 
ments of coal to consumers because of considerable past 
due payments to coal producers. 


In ferrous metallurgy, the decline in operations of iron ore 
enterprises continues to accelerate. In February iron ore 
mining will drop by 8 percent as compared to last year. 
Deliveries of scrap metal, whose collection will fall off by 
almost 40 percent, also will diminish. The result will be that 
the proportion of more expensive pig iron used in steel 
smelting will increase and that the less expensive scrap 
metal will decrease. These negative processes will take place 
against the background of a declining supply of fuel to the 
industry: Coke burning will decrease over the month by 9 
percent. In addition to an insufficient supply of raw mate- 
rials to the industry, its development is substantially 
affected by a problem common for the entire of industrial 
production—considerable insolvency on the part of con- 
sumers. As of | December 1993, past due arrears on the part 
of buyers for the products shipped by metallurgical enter- 
prises amounted to R1.547 trillion. All of this is seriously 
undermining ferrous metallurgy, which is already in a 
critical condition even without this. As a result, the output 
of pig iron in February will decline by 18 percent, steel 
smelting—by 24 percent, and that of finished rolled metal— 
by 23 percent. There is a continuing decline in the produc- 
tion of steel pipe, which will reach 50 percent in February. 
To a considerable extent this is related to the declining 
demand for the sector’s output. The situation in machine 
building continues to worsen dramatically. The output of 
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more than 85 percent of categories of products counted in 
periodic reports will decline in February. With respect to a 
considerable share of items, the output will decline by 30 or 
more percent. Among them are forge-press machines, whose 
output will drop off by 73 percent; metal-cutting machine 
tools—by 49 percent; bulldozers—by 50 percent; and exca- 
vators—by 30 percent. 


The situation in transportation machine building will 
worsen substantially. The output of diesel locomotives will 
fall off by 50 percent, electric locomotives—by 90 percent, 
railroad cargo cars—by 30 percent, railroad passenger 
cars—by 20 percent, and trolleys—by 33 percent. 


Production of agricultural machinery also will continue 
to decline: The output of tractors will drop off by 90 
percent, tractor hitches—by 93 percent, and grain har- 
vesting combines—by 67 percent. 


While the volume of productior in automotive machine 
building had been increasing until recently, in February 
the picture will change. The output of trucks will decline 
by 47 percent, passenger automobiles—by 17 percent, 
and buses—by 5 percent. 


The output of equipment for light industry also will 
decline: production of spinning machines will decline by 
11 percent, and weaving looms—by 20 percent. Produc- 
tion of ball bearings will drop off by 45 percent. 


The situation in the chemical industry will worsen in 
February. A considerable decline in production will take 
place first and foremost with respect to the output of the 
sector’s raw materials. For instance, the output of syn- 
thetic ammonia will decline by 17 percent, sulphuric 
acid—by 31 percent, soda ash—by 40 percent, and 
caustic soda—by 19 percent. 


The decline in production of mineral fertilizer will 
exacerbate considerably. In February it will reach 32 
percent. This is related first and foremost to the shortage 
of mineral-chemical raw materials, which has developed 
as a result of depletion of mineral reserves, as well as the 
lack of modern equipment and technologies for more 
complete extraction of minerals used in production of 
mineral fertilizer. As a result, the structure of mineral 
fertilizer production has changed. In 1993 the share of 
nitrogen fertilizer amounted to 52 percent, while the 
proportional share of a more effective phosphorus fertil- 
izer, whose production is more labor-intensive, 
amounted to only 24 percent. The share of potassium 
fertilizer also amounted to 24 percent. Second, the 
exacerbating insolvency crisis put the sector’s enterprises 
in an extremely difficult financial situation. As a result, 
serious difficulties arise with respect to purchases of raw 
materials and components, which leads in turn to lesser 
utilization of capacities. Even more considerable will be 
the decline in production of microbiological feed pro- 
tein—by 41 percent; production of chemical fiber and 
filament will drop off by 32 percent. 


In the timber, woodworking, and pulp and paper industry 
in February the decline in production will increase as 
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compared to the preceding winter months. This is associ- 
ated first and foremost with a disruption in the operations 
of the timber-logging sector, which serves as a base for 
timber-processing productions. For instance, the outtake 
of round timber declined over the month by 22 percent, 
which will be the main factor in the expected 38 percent 
decline in the production of commercial timber. The 
technical base of the sector is extremely backward. The 
equipment is extremely obsolete, while the financing for 
accumulation of between-seasons reserves of timber are 
allocated belatedly and in insufficient volume. The sharp 
increase in railroad tariffs creates difficulties in trans- 
porting timber from Siberia and the Far East to the 
European part of Russia, where the greatest number of 
timber-processing enterprises are located. The limited 
supplv of timber material to enterprises will lead, in turn, 
to a decline in the output of lumber by 29 percent, plywood 
laminate—by 22 percent, and wood particleboard—by 8 
percent. Serious deficiencies in deliveries of wood mate- 
rials and the extremely poor technical condition of equip- 
ment are the main causes of the declining output of paper 
and cardboard, which will fall in February by 21 percent 
and 30 percent, respectively. 


In the construction materials industry, the decline slowed 
down somewhat in the fourth quarter of 1993, which was 
caused by a pick-up in housing construction (individual, as 
well as construction done by joint-stock companies and 
other nonstate organizations). However, at the beginning 
of 1994 this trend will change. Production of cement will 
decline in February by 12 percent, of asbestos-cement 
sheeting by 62 percent, asbestos-cement pipe and couplers 
by 43 percent, construction brick by 8 percent, prefabri- 
cated ferroconcrete by 14 percent, soft roofing materials by 
30 percent, and window glass by 34 percent. 


In the beginning of 1994, the trend toward a decline in the 
production of most varieties of complex home appliances, 
which emerged in the fourth quarter of 1993, has settled in. 
Only the output of refrigerators and freezers will increase 
by 2 percent in February of 1994. Production of most other 
categories of complex home appliances will be declining: 
washing machines by 45 percent, electric vacuum cleaners 
by 55 percent, tape recorders by 40 percent, radio receivers 
by 36 percent, television sets by 23 percent, sewing 
machines by 66 percent, and bicycles by 66 percent. The 
reasons, which have already become habitual for many 
industrial sectors, are the shortage of material and finan- 
cial resources and the declining demand because of a 
substantial increase in prices. The output of synthetic 
detergents will drop off by 37 percent. 


In light industry in February, as during the preceding 
months, the output of cotton fabrics will be increasing and 
will reach 222 million square meters (133 percent). Pro- 
duction of other most important categories of the indus- 
try’s output, however, will be falling: woolen fabrics by 42 
percent, silk fabrics by 40 percent, knitwear by 28 percent, 
hosiery by 26 percent, and footwear by 51 percent. 
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Output of Most Important Categories of Industrial Production in the Russian Federation in February 1994 (a forecast) 





















































































































































Name of indicators Unit of measure Production volume in February 

1993 1994 (forecast) 1994 as % of 1993 
Industry —total 80.4 

Fuels and power generation complex 
Electrical power—total billion kWVhr 84.8 82.2 97 
including produced by heat and billion kWv/hr 61.7 59.2 96 
power plants 
hydroelectric stations billion kWVhr 13.6 13.1 96 
nuclear power plants billion kWVhr 9.5 9.9 104 
Coal million tonnes 27.3 26.1 96 
including coal for coking million tonnes 5.6 5.5 98 
Oil million tonnes 26.8 23.8 89 
Gas condensate thousand tonnes 710 618 87 
Natural gas billion cubic meters 52.1 51.6 99 
Metallurgical complex 
Iron ore million tonnes 5.9 5.4 92 
Pig iron million tonnes 3.3 2.7 82 
Steel million tonnes 49 3.7 76 
Finished rolled metal million tonnes 3.5 2.7 77 
Steel pipe thousand tonnes 570 285 50 
Coke, 6% moisture content million tonnes 2.2 2 91 
M -hine-building complex 
Metal-cutting machine tools thousand units 3.9 2 51 
Forge-press machines thousand units 1.1 0.3 27 
Spinning machines units 47 42 89 
Weaving looms thousand units 0.5 0.4 80 
Bulldozers units 635 320 50 
Excavators units 1,157 814 70 
Diesel locomotives sections 2 1 50 
Electric locomotives units 10 l 10 
Railroad cargo cars thousand units l 0.7 70 
Railroad passenger cars units 98 74 80 
Trolleys units 180 121 67 
Trucks thousand units 51.4 27.1 53 
Passenger automobiles thousand units 79.1 65.4 83 
Buses thousand units 4 3.8 95 
Tractors thousand units 11.5 1.1 10 
Tractor hitches thousand units 4.1 0.3 7 
Grain harvesting combines thousand units 3.3 i 1.1 33 
Friction-free ball bearings million units 41.9 | 23 55 
Chemical and timber complex 

Primary petroleum processing million tonnes 17.3 15.6 90 
Automotive gasoline million tonnes 2.3 2.1 91 —_ 
Diesel fuel million tonnes 4.3 3.8 8 
Boiler oil million tonnes 6.7 a 64 91 
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Output of Most Important Categories of Industrial Production in the Russian Federation in February 1994 (a forecast) (Continued) 
































































































































Name of indicators Unit of measure Production volume in February 
1993 1994 (forecast) 1994 as % of 1993 
Industry—total 80.4 
Chemical and timber complex (continued) 
Synthetic ammonia thousand tonnes 806 667 83 
Sulfuric acid thousand tonnes 684 472 69 
Soda ash thousand tonnes 230 137 60 
Caustic soda thousand tonnes 121 97.6 81 
Mineral fertilizer thousand tonnes 714 487 68 
Chemical fibers and filaments thousand tonnes 32.9 21.3 65 
Feed protein, microbiological thousand tonnes 37.7 22.1 59 
Round timber million cubic meters 13.7 10.7 78 
Commercial timber million cubic meters 16 9.9 62 
Lumber million cubic meters 2.8 2 71 
Plywood laminate thousand cubic meters 86.4 67.7 78 
Wood particleboard thousand standard cubic meters 311 285 92 
Paper thousand tonnes 246 194 79 
Cardboard thousand tonnes 142 99.8 70 
Construction complex 
Cement Million tonnes 3.3 2.9 88 
Asbestos-cement sheeting million standard tiles 298 115 38 
Asbestos-cement pipe and couplers thousand kilometers of standard pipe 0.7 0.4 57 
Construction brick million units of standard brick 1.3 1.2 92 
Prefabricated ferroconcrete and million cubic meters 2.9 2.5 86 
items made of it 
Soft roofing materials million square meters 50.6 35.6 70 
Window glass million square meters 10.2 6.7 66 
Consumer goods (nonfood) 
Refrigerators and freezers thousand units 285 292 102 
Washing machines thousand units 384 213 55 
Electric vacuum cleaners thousand units 375 170 45 
Tape recorders thousand units 216 129 60 
Radio receivers thousand units 236 151 64 
Television sets thousand units 346 268 77 
Sewing machines thousand units 139 47.7 34 
Bicycles thousand units 162 54.9 34 
Synthetic detergent thousand tonnes 38.2 24 63 
Cotton fabrics million square meters 167 222 133 
Woolen fabrics million square meters 22.5 13.1 58 
Silk fabrics million square meters 61.9 37.3 60 
Knitwear million units 29.1 21 72 
Hosiery million pairs 47.5 35.4 74 
Footwear million pairs 13.4 6.6 49 

















Materials of the Russian Federation State Committee on Statistics were used in developing this forecast 
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Consumer Price Movements for 15-22 February 1994 


944E0546A Moscow ROSSIYSKAYA GAZETA in Russian 
2 Mar 94 First Edition p 2 


[Unattributed article: “Weekly Prices for 15-22 February”) 


[Text] From the 15th through the 22d of February, the 
inflation level amounted to 1.9 percent and this is the 
lowest weekly value in the current year. Over the past 
week, the increase in prices for nonfood goods was equal 
to 2.4 percent. Foodstuffs and paid public services 
became more expensive over the week by 1.6 percent and 
1.7 percent, respectively. 


The difference in the price increase rates for basic 
consumer goods and paid public services for Russia’s 
individual economic regions was insignificant. 


In Moscow and St. Petersburg, the increase in prices for 
goods and services was higher than the national average 
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increase and amounted respectively to 2.5 percent and 
2.6 percent. In Moscow, the prices for nonfood goods 
increased most of all—by 3.1 percent, while, in St. 
Petersburg, paid public services became more expensive 
by 4.5 percent. 


Only Vodka Is Becoming Cheaper 


Basic food products over the past week became more 
expensive by 1.6 percent. Prices rose most of all for 
vegetables—by 4.4 percent, for groats and pasta items— 
by 3.5 percent and for dairy products—by 3.4 percent. 
hy prices for vegetable oil and sugar hardly changed at 
all. 


Over the week, vodka became cheaper on the average by 
1 percent. 


At the municipal and unofficial markets, the prices for 
meat and fish products, butter, eggs, sugar, flour, and salt 
remained unchanged. 





Table 1. Change in Average Consumer Prices for Basic Food Products in 1994 (in Percentages Compared to the Previous 



















































































Recorded Figures) 

Product Name 31 January 8 February 15 February 22 February Over 4 Weeks as a Whole 
In all 102.4 103.8 102.5 101.6 110.7 
Including 

Beef 102.0 103.1 102.3 101.5 109.1 
Pork 100.3 101.9 102.1 101.2 105.6 
Poultry 103.3 103.8 102.9 101.1 111.5 
Boiled Sausage 103.2 105.4 102.3 101.6 113.0 
Semi-Smoked Sausage 102.6 104.0 101.6 101.9 110.3 
Butter 103.7 105.1 103.4 102.3 115.3 
Vegetable Oil 100.5 101.4 101.5 100.2 103.7 
Margarine 101.5 103.5 102.5 101.9 109.8 
Pasteurized Milk 103.9 109.1 103.2 102.3 119.6 
Yogurt 106.8 108.2 103.3 101.6 121.2 
Sour Cream 104.6 108.7 103.9 102.8 121.4 
Rich Cottage Cheese 103.6 107.9 103.5 103.1 119.4 
Hard Curdled Cheese 105.7 109.3 105.5 105.2 128.3 
Vodka 100.7 101.1 100.9 99.0 101.7 
Potatoes 101.7 104.9 105.3 103.9 116.7 
Hen’'s Eggs 103.0 102.1 101.3 101.1 107.7 
Granulated Sugar 100.3 100.7 100.0 100.2 101.3 
Tea 102.0 101.8 101.9 101.0 106.8 
Wheat Flour 101.9 103.1 101.2 101.1 107.5 
Rye-Wheat Bread 103.7 104.8 101.7 102.2 112.9 
Wheat Bread from Highest Grade Flour 102.6 105.6 102.3 102.2 113.3 
Wheat Bread from Grade I and II Flour 106.0 107.2 102.7 101.0 117.8 
Rice 103.9 104.3 105.0 104.0 118.4 
Semolina 103.1 103.0 102.1 102.9 111.6 
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Table 1. Change in Average Consumer Prices for Basic Food Products in 1994 (in Percentages Compared to the Previous 




















Recorded Figures) (Continued) 
Product Name 31 January 8 February 15 February 22 February Over 4 Weeks as a Whole 
Millet 103.1 105.5 104.3 105.7 119.8 
Buckwheat 102.5 102.3 103.8 101.6 110.5 
Oatmeal 103.5 111.6 103.3 101.9 121.5 
Vermicelli 102.2 105.3 108.7 105.3 123.1 
Salt 102.3 105.5 102.1 107.7 118.7 




















Somewhat higher than in the preceding week was the 
difference in the rate of increase in prices for foodstuffs for 
Russia’s individual economic regions. Food products 
became more expensive in the Northern Caucasus region 
than anywhere else. Here, vegetables and fruits were 10 
percent higher than a week ago, butter was 5 percent higher 
and dairy products, pasta items and some types of canned 
goods were 3-4 percent higher. 


Prices for foodstuffs in the Eastern Siberian region 
remained practically unchanged in comparison with the 
preceding week. 


The average cost of a basket of the 19 most important 
food products on 22 February amounted to 40,500 
rubles [R] calculated on a monthly basis and rose over 
the week by 1.6 percent and, since the beginning of the 
year, by 32.8 percent. The cost of this basket, based on 
organized trade prices, was equal to R39,200 and, based 
on unorganized trade prices, to R54,300. 


Average Cost of a Basket of the 19 Most Important Food 
Products Which Make Up the Basic Weekly Purchases by 
the Public, Calculated on a Monthly Basis in 1994 (For the 

End of the Period in Rubles for a Single Person) 
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Key: Dates at bottom of chart run from December 1993 
through 22 February 1994 





The disparity between the maximum and minimum costs 
for a basket in different Russian cities amounted to a 
factor of 3.4 (in the previous week, it was a factor of 3.9). 





Table 2. Cities Which Are the Leaders in the Cost of a Basket of the 19 Most Important Food Products in 1994 
(in Rubles, Calculated on a Monthly Basis for a Single Person) 





















































Cities 22 February Position Occupied on 15 February 
For Russia as a Whole: 40,795 x 
Including: 

With Maximum Basket Cost 

Magadan 97,543 2 
Viadivostok 83,719 1 
Yuzhno-Sakhalinsk 80,472 4 
Nakhodka 80,154 3 
Petropaviovsk-Kamchatskiy 73,056 5 
Komsomolsk-na-Amure 71,517 6 
With Minimum Basket Cost 

Ulyanovsk 23,792 I 
Chistopol 26,841 2 
Orel 27,142 6 
Kazan 27,417 3 
Belgorod 27,837 9 
Taganrog 28,119 4 

















56 RUSSIA 


The greatest increase in the cost of a basket, just like a 
week ago, was noted in the Northern Caucasus region— 
4.4 percent. 


The most “inexpensive” region in basket cost in the past 
week was the Central Chernozem region—R21,600, 
while the most “costly” was, as before, the Far East 
region (R70,200). 


Among the surveyed Russian cities, a substantial 
increase in the cost of a basket was noted in the cities of 
Tatarstan (Kazan, Chistopol and Naberezhnyye Chelny), 
where, over the week, milk and sour cream became more 
expensive by a factor of 1.4-1.6, while rye-wheat bread, 
wheat bread from grade I and II flour and potatoes 
increased by a factor of 1.3-1.4. 


The cost of a basket of the 19 most important food 
products in Moscow and St. Petersburg amounted to 
R45,300 and R41,800 and increased over the week by 
1.5 percent and 2.5 percent, respectively. On the list of 
surveyed cities, Moscow, just like a week ago, occupied 
the 30th position, while St. Petersburg moved from the 
49th position to the 51st position. 


Exponst Powders and Wallpaper Are Becoming More 
Ex ve 


Nonfood products became more expensive by 2.4 per- 
cent. Over the past week, just as over the 2 preceding 
weeks, the greatest price increases were for fuel—by 9 
percent, and for medicine—by 8 percent. Fabrics, syn- 
thetic detergents and wallpaper became 4-5 percent more 
expensive over the week. The prices for footwear 
changed less than those for other nonfood products (just 
like a week ago—by | percent). 
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The increase in prices for non-food products amounted 
in nearly all economic regions to 2-3 percent. And only 
for the inhabitants of the Eastern Siberian region, where 
fabrics, fuel and medicine became 12-15 percent more 
expensive, did they increase overall by 4 percent. 


The disparity between the minimum and maximum 
price levels for individual goods is not shrinking. So, for 
example, in the surveyed Russian cities, the differences 
in the cost of footwear in February amounted to a factor 
of 6-8. Whereas one pair of men’s good-quality shoes 
cost R11,000-14,000 in Novocheboksarsk, Cheboksary 
and Shebekino at the end of February, their price 
exceeded R90,000 in Groznyy. 


DELOVOY MIR Economic Statistics, 12 February 


944E0519A Moscow DELOVOY MIR in Russian 
12 Feb 94 p4 


[Report by Valeriy Galitskiy, Aris Zakharov, and 
Aleksandr Frenkel, Russian State Committee on Statis- 
tics: “Production of Output and Price Dynamics as of | 
February”) 


[Text] 


Prices for Consumer Goods and Services in the 
Consumer Market 


Over the period 25 to 31 January 1994 prices for consumer 
goods and services rose by 2.4 percent, including those for 
foodstuffs by 2.4 percent, nonfood items—by 2.3 percent, 
and paid services—by 3.2 percent. 


The dynamics of price indices for consumer goods and 
services in January were as follows (as a percentage of 
the preceding date): 






































01/18 01/25 01/31 Average daily price increase + 
January December 
Consumer goods and services 105.8 103.4 102.4 0.68 0.42 
including: 
foodstuffs 104.3 103.8 102.4 0.68 0.42 
nonfood items 103.2 102.2 102.3 0.40 0.39 
for-fee services for the population 126.3 107.6 103.2 2.38 0.52 





According to current data, prices in the consumer market 
increased in January overall by 21.4 percent, including 
those for foodstuffs—by 21.1 percent, nonfood items—by 
12.5 percent, and for-fee services—by 73.8 percent. 


Food 


Prices for basic food products rose last week by 2.8 
percent in organized trade and by 0.7 percent in 
nonorganized trade. 
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Price changes from 25 to 31 January by main categories of foodstuffs are shown below: 





















































As % of the preceding observation date, including: 

Total in organized trade in nonorganized trade 
All foodstuffs 102.4 102.8 100.7 
including: 
Meat and meat products 102.1 103.0 99.8 
Fish and fish products 102.4 102.5 96.3 
Milk and milk products 104.8 105.0 103.1 
Eggs 103.0 103.2 100.6 
Sugar 100.3 100.3 100.6 
Bread and bakery products 104.0 104.0 . 
Cereals and pasta products 102.8 102.9 400.9 
Vodka 100.7 100.6 103.6 
Potatoes and vegetables 102.3 102.6 102.1 
In organized trade over the past week the fast pace of | Nonfood items 


price rises continued with respect to milk and milk 
products and bread and bakery products. 


The greatest increase in prices over January was regis- 
tered with respect to milk and milk products and bread 
and bakery products—by 34-35 percent, as well as eggs— 
by 23 percent. Prices for potatoes and vegetables rose by 
22 percent, meat and meat products, cereals, and pasta 
products—by about 15 percent. Sugar prices remained 
practically unchanged. 


In nonorganized trade, unlike organized trade, prices 
over the last veek of January changed insignificantly (up 
0.7 percent). Milk, sour cream, and vegetable prices went 
up by 2-3 percent, and prices for meat and meat products 
remained unchanged. Prices for vegetables and potatoes 
increased over January by 28.4 percent, for milk and 
milk products—by 33 percent. Meat prices rose by 11.1 
percent. 


The cost of the monthly basket of 19 basic foodstuffs 
rose over the week by 2.7 percent and amounted as of | 
February to 37,500 rubles [R]. Magadan remains the 
most expensive city, Ulyanovsk, the least expensive. The 
price differential between them measured a factor of 4.2, 
having shrunk over the week by about 15 percent 
because of the rise in prices for basic foodstuffs in 
Ulyanovsk. Moscow is 35th on the list of 132 monitored 
cities in terms of the cost of the basket (R41 ,000). 


Over the past week prices for light industry products 
increased by 1.9-2.4 percent, for household and cultural 
goods—by 2.8 percent, and for fuel sold to the popula- 
tion—by 1.3 percent. The greatest price increases over 
January was registered with respect to sewn items (by 
14.1 percent) and fuel sold to the population (by 23.8 
percent). Gasoline prices went up over the month by 
more than 30 percent. As of 1 February the average price 
per liter was R228 (R179 at the end of December). 


For-fee Services for the Population 


Prices rose over the week by 3.2 percent. Railroad 
transportation and communications services rates more 
than doubled over January. Apartment rents, the cost of 
keeping a child in preschool facilities, and health care 
services increased by a factor of 1.5. Prices for consumer 
services increased at a lesser rate (by 20-30 percent). 


Dynamics of Producer Prices for Industrial Goods 


The level of wholesale prices charged by producers for 
industrial goods rose in January 1994 as compared to 
December 1993 by 19 percent (in January 1993—by 32 
percent). As compared to January 1993, wholesale prices 
increased 8.2-fold. 


The most significant price increases in January 1994 
occurred in power engineering, fuel, and chemical indus- 
tries. In sectors producing consumer goods prices in 
January rose at a somewhat slower rate than in sectors 
producing producer goods. 
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58 RUSSIA 10 March 1994 
January 1994 as % of 
December 1993 January 1993 

Industry total 119 8.2times 
power engineering 122 14. 2times 
fuel industry 124 6. 7times 
ferrous metallurgy 108 9.6times 
nonferrous metallurgy 113 5. Stimes 
chemical industry 124 9. Itimes 
petrochemical industry 115 6.8times 
machine building 121 8.2times 
timber, woodworking, and pulp and paper 120 8.7times 
industry 

construction materials industry 120 11.8times 
light industry 112 6.0times 
food processing industry 115 7. Nimes 











In the fuel industry prices for the main categories of energy 
resources rose in January on average by 24 percent, which 
was more than twice the average monthly rate of increase 
in this industry in the fourth quarter of 1993. 


Average prices for coal and oil in Russia increased over 
the month by 20 percent and amounted, respectively, to 
R12,000 and R39,000 per tonne; for gas they increased 
by a factor of 1.5 (R2,600 per thousand cubic meters). 
Oil refining enterprises raised prices for their products 
on average by 26 percent. The wholesale price of gasoline 
at the end of January was R129,000, diesel fuel— 
R119,000, and fuel oil—R41,000 per tonne. 


Because of rising coal and gas prices, electric power rates in 
January went up by 22 percent as compared to prices in 
effect in the fourth quarter of 1993 and amounted by the 
end of January on average for all categories of consumers 
to R20.2 per kw-hour. The greatest rate increases took 
place with respect to electric power supplied to electricity- 
powered transport, municipal services, and other nonin- 
dustrial consumers. In some regions power rates per kw- 
hour increased more significantly (by a factor of 1.4-1.5). 
Among them are Perm, Orel, and Tula Oblasts, Chuvash 
Republic, and some others. 


In the chemical industry prices, after slowing down 
somewhat in the forth quarter of 1993 (to a level of 13 
percent a month on average), took off again in January, 
increasing by almost one-quarter, and with respect to 
some categories of products (nitrogen, phosphate, and 
combination fertilizer, hydrochloric acid, soda ash, syn- 
thetic dyes, detergents, and some others)—by more than 
half. 


In machine building the greatest price increases were 
registered at enterprises in railroad, chemical, petro- 
leum, road construction, and municipal services 
machine building, and in the electrotechnical industry, 
where prices in January rose on average by 122-128 
percent as compared to 115-199 percent a month in the 
fourth quarter of 1993. 


Because of diminished demand for domestically pro- 
duced goods and increased competition from imported 
goods, prices for light industry goods and household and 
cultural goods rose at a slower rate than in the past. The 
average rate of prices increases in light industry dropped 
in 1993 from 45 percent in January to 8 percent in 
December; in January 1994 these prices rose by 12 
percent, including by 5 percent in leather, fur, and 
footwear industry; by 8 percent in the garment industry; 
and by 10 percent in knitwear industry. Prices for 
household and cultural goods in January increased on 
average by 10 percent, and for furniture—by 18 percent. 


In the food processing industry in January prices for 
butter and oil, cheese-making, and dairy industry prod- 
ucts increased by more than one-quarter; in the bread- 
baking industry—by 18 percent, and in the meat- 
processing industry—by 14 percent. Fish industry 
enterprise raised prices for their output in January by 20 
percent as compared to December. 


Results of Industry Operations 


In January of this year Russian industry produced more 
than R15 trillion worth of output in current prices. The 
physical volume of production fell by 23.1 percent as 
compared to January 1993. As compared to the level of 
December 1993 the total output fell by 17.2 percent, and 
the average daily output—by 11 percent. 


Production in the fuel and power generation industries 
and nonferrous metallurgy declined by 5-9 percent as 
compared to January 1993. In most processing indus- 
tries the scale of decline was considerably greater. In the 
light and food processing industries production declined 
by 19-28 percent. In the sectors producing producer 
goods the scale of decline ranged from 23 percent in 
ferrous metallurgy to 28-35 percent in the construction 
materials, chemical and petrochemical, timber, wood- 
working, and pulp and paper industries, and 52 percent 
in machine building. 


Data on the output of the main categories of industrial 
products in January 1994 are shown below: 
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Produced in January 1994 as % of For reference: 
January 1994 
January 1993 December 1993 (by January 1993 as 1993 as % of 
average daily output) | % of January 1992 1992 
Electric power—billion kw-hours 89.5 95 97 93 95 
Oil, including gas condensate, million tonnes 27.5 90 101 86 88 
Natural gas, billion cubic meters 57.2 100.1 102 100.6 97 
Coal, million tonnes 25.3 92 92 88 91 
Finished rolled ferrous metals, million tonnes 3.0 80 100.2 97 91 
Steel pipe, thousand tonnes 327 53 97 101 72 
Alternate current electric motors with the 63- 48.2 63 102 81 81 
355-mm axle height, thousand units 
Metal-cutting machine tools, thousand units 1.8 53 93 80 79 
Trucks, thousand units 16.5 40 66 77 8! 
Passenger cars, thousand units 21.3 29 35 92 99.3 
Buses, thousand units 3.8 107 100.6 87 98 
Tractors, thousand units 2.1 23 1.8 times 99.3 65 
Grain harvesting combines, units 14 0.6 1.2 59 78 
Excavators, units 685 82 86 50 82 
Mainline freight railcars, units $22 35 54 82 67 
Synthetic ammonia, thousand tonnes 660 73 90 91 93 
Sulfuric acid, thousand tonnes Sit 65 95 82 85 
Chemical filament and fiber, thousand tonnes 18.3 54 81 80 74 
Mineral fertilizer, thousand tonnes 547 74 102 72 78 
Automotive tires, million units 1.8 63 86 85 86 
Commercial timber, million cubic meters 9.4 65 100.9 73 71 
Commercial cellulose, thousand tonnes 101 70 82 85 79 
Paper, thousand tonnes 215 82 100.4 75 80 
Cardboard, thousand tonnes 87.7 58 81 84 73 
Cement, million tonnes 2.3 60 76 61 81 
Wall-building materials, billion units of standard bricks 1.1 78 82 83 90 
Soft roofing and insulation materials, million 28.3 61 82 63 76 
square meters 
Window glass, million square meters 7.0 69 99.0 103 88 
Fabrics, total, million square meters 232 95 81 39 73 
Hosiery, million pairs 31.2 74 98 73 85 
Knitwear, million units 18.0 72 84 52 74 
Footwear, million pairs 4.8 46 72 45 66 
Television sets, thousand units 259 90 92 98 108 
Radio receiving devices, thousand units 104 44 65 66 71 
Refrigerators and freezers, thousand units 249 105 99.5 89 109 
Electric vacuum cleaners, thousand units 161 52 103 95 82 
Washing machines, thousand units 185 39 84 85 90 
Meat, including subproducts, category I, total, 192 76 93 78 R4 
thousand tonnes 
Whole-milk products, recalculated as milk, total, 546 84 94 79 84 
thousand tonnes 
Butter, total, thousand tonnes 23.6 71 102 90 94 
Bread and bakery products, thousand tonnes 999 89 91 83 90 
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Distribution of Population of Russia by Size of Per Capita measured by the factor of 7.5 to eight. The index of 
Monetary Income and Size of Subsistence Minimum income concentration (the Gini coefficient) increased in 


By the end of 1993 differentiation with respect to family 
income continued to grow. The income of the population 
in the top 10 percent bracket exceeded almost by a factor 
of 11 the income of the same share of the lowest-income 
population, while at the end of 1992 this value was 


January 1994 to 0.352; at the end of 1993 it measured at 
0.346, and in 1992—0.327. 


Distribution of the population by the size of per capita 
monetary income. 






























































December 1993 
million persons in percentages 

Total 148.4 100 
including those with monthly per capita income, thousand rubles: 

Up to 10.0 0.3 0.2 
10.1-20.0 4.2 2.8 
20.1-30.0 10.2 6.9 
30. 1-40.0 14.0 9.4 
40. 1-50.0 15.1 10.1 
50. 1-60.0 14,5 9.8 
60.1-70.0 13.2 8.9 
70. 1-80.0 11.7 7.9 
80. 1-90.0 10.1 6.8 
90.1-100.0 8.6 5.8 
100. 1-120.0 13.4 9.1 
120.1-140.0 9.6 6.5 
140.1-160.0 6.8 4.6 
160. 1-180.0 4.9 3.3 
180. 1-200.0 3.6 2.4 
More than 200.0 8.2 5.5 











In January 1994 (according to estimates) 20 percent of the 
high-income population accounted for 42 percent of total 
monetary income, while the low-income 20 percent 
accounted for only 7 percent. 


The average per capita value of the subsistence minimum 
(according to the methodology of the Russian Ministry of 
Labor approved in November 1992)—in January 1994 
prices—was calculated to be R51,400. including R58,000 


for a work-eligible person, R36,200 for a pensioner, and 
R51,300 for a child. The cost of the consumer food basket 
(19 products) amounts to 68 percent of the minimum 
subsistence value. 


The income of a considerable part of the population does 
not cover even the cost of the consumer food basket 
factored in the calculation of the subsistence minimum, as 
may be seen from the following data. 

















Population with monetary income below 
subsistence minimum value of the consumer food basket factored in the 
subsistence minimum calculation 
million persons as % of ‘he total population million persons as % of the total population 
November 1992-January 1993 44.5 29.9 17.3 11.6 
November 1993-January 1994 44.9 30.3 20.3 13.7 

















The subsistence minimum value varies greatly across Russian 
regions: from R18,000-30,000 in Ulyanovsk Oblast, Republic 
of Tatarstan, and Kursk, Tula, Orel, Smolensk, Voronezh, 


and Penza Oblasts to K73,000-97,000 in Moscow, Amur 
Oblast, Khabarovsk Kray, and Republic of Sakha and 
R117,000-119,000 in Sakhalin and Magadan Oblasts. 
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Construction of Processing Sectors Facilities in the 
Agro-Industrial Complex 


In 1993, R659 billion from all sources of financing, or 16 
percent of all capital investment in the APK [agro- 
industrial complex], was used for development of the 
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material and technical base of the complex’s processing- 
sectors. As compared to 1992, this investment decreased 
by almost one-quarter. 


The 1993 targets for putting into operation capacities for 
processing and storing agricultural output were met only 
to a small extent, as may be seen from the following data. 





























Put into operation in As % of the 1993 target For reference: Put in operation 

January-December 1993 on average over 1991-1992 
Meat—tonnes per shift 23.0 4 59.7 
Whole milk products—tonnes per shift 384.6 4 $10.9 
Cheese—tonnes per shift 0.6 2 3.3 
Granulated sugar—thousand quintals of beet 1.0 5.5 
processing a day 
Confectionery items—thousand tonnes 16.5 25 47.8 
Vegetable oil—tonnes of processing oil-yielding seed 125 16 14.3 
a day by extraction method 
Margarine—thousand tonnes 3.7 3 35.5 
Commercial fish from fish-breeding farms— tonnes 82 2 578 














Over the past year no capacities were put into operation 
for production of processed cheese, fish processing, or 
elevators and cereal-making enterprises. 


In 1993 construction of 355 facilities was envisaged with 
federal budget financing in accordance with targeted 
federal programs for development of the baby food 
industry, “Sugar,” “Bread for Russia,” ‘Vegetable Oil,” 
and “‘Fish;” 122 of them were supposed to be put into 
operation in 1993. Actually, only nine facilities were put 
in operation over January-December of last year. Con- 
struction of 46 facilities has not yet began. 


Of the enterprises that were supposed to be put into 
operation in 1993 but were not, 10 were in the program 
for development of the baby food industry, 11 in the 
“Sugar” program, two in “Vegetable Oil” program, 57 in 
“Fish” program, and 34—in “Bread for Russia.” 


Among those not put into operation were capacities at 
dairy combines in Novocheboksarsk in Chuvash 
Republic, Krasnodar, and St. Petersburg; at the sugar 
factories Bolshevik in Belgorod Oblast and Meleuz in the 
Republic of Bashkortostan; at oil extraction plants in 
Millerovo in Rostov Oblast and Georgiyevsk in 
Stavropol Kray; at the fish combine in Ivanovo and 
fish-breeding farm Zheleznogorskiy in Kursk Oblast; an 
elevator in Dimitrovograd in Ulyanovsk Oblast; a cereal 
production department at a bread-baking combine in 
Tolyatti in Samara Oblast, and others. 


Construction of Nursing Homes 


As of 1 January 1993, 5,500 persons in the Russian 
Federation were on waiting lists for placement in a 
nursing home for the elderly and disabled. Over 1993 
enterprises and organizations of all forms of ownership 
put into operation such facilities for 3,400 accommoda- 
tions (including boarding homes for labor veterans), 
which comprises 113 percent of the 1992 level. 


Of 87 facilities envisaged to be put into operation over 
January-December, only 48 were completed. 


A dismal situation with respect to construction of 
nursing homes is developing on the territory of the 
Northern Economic Region, where 1,389 persons are on 
waiting lists for placement. Of the five territories in this 
region, only the Komi Republic put into operation a 
240-bed nursing home. 


Construction of these facilities frequently exceeds the 
normative time frame. The opening date for a 170-bed 
nursing home for elderly and disabled in Yoshkar-Ola in 
Mari El Republic and a 110-bed home in Vladimir in 
Irkutsk Oblast has already been postponed for two years. 
The sleeping quarters in the 120-bed nursing home for 
elderly and disabled at Mukhinskaya station in Amur 
Oblast have been under construction since 1990. 


Among those not ready to open in 1993 were a 100-bed 
nursing home for the elderly in Verkhoshizhemye settle- 
ment in Kirov Oblast, a boarding home for retarded 
children for 300 accommodations in Shemordan settle- 
ment in the Republic of Tatarstan, and a 315-bed 
nursing home for elderly and disabled in Tolyatti in 
Samara Oblast. 


Capital Repairs of the Housing Stock 


Eleven percent of the state-owned housing stock in the 
Russian Federation is currently in need of immediate 
repairs. Because of the shortage of financing, repairs are 
done annually on no more than 1.5 percent of the 
housing stock. 


In 1993, R842 billion was spent on housing repairs. The 
cost of repairs on one square meter of living area 
amounted on average to R37,000, including R60,000 in 
municipal property buildings, and R19,000 in buildings 
assigned to organizations and enterprises. 
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Total living area of housing that underwent capital repairs As % of 1992 
in 1993—zmillion square meters as 

million square meters as % of the total area 
Total state-owned housing stock 22.8 1.3 109 
including: , 
municipal property housing stock 10.1 1.6 ‘ 140 
housing ee to organizations 12.7 1.1 92 
and enterprises 














The volume of capital repairs of housing increased 
1.5-fold or more in 1993 as compared to 1992 in the 
Republic of Tatarstan and Altay Republic, Maritime and 
Krasnodar Krays, and Leningrad, Vladimir, Tula, Vor- 
onezh, Kaliningrad, Tyumen, and Rostov Oblasts. At the 
same time, in the Republics of Komi and Dagestan, 
Krasnoyarsk Kray, Arkhangelsk, Kirov, Saratov, Amur, 
and Kamchatka Oblasts, and Yevreyskaya Autonomous 
Oblast the volume of repair work decreased over this 
period by 40-50 percent. 


Despite existing five-year targets, not a single kilometer 
of the gas distribution system was built at economic 
entities in Irkutsk and Sakhalin Oblasts and Komi 
Republic or withdrawal branches in gas pipelines on the 
territories of Russia’s 17 constituent republics, krays, 
and oblasts, including Komi and Sakha (Yakutia) 
Republic, Kemerovo, Kirov, and Tambov Oblasts, and 
Altay Kray. 


This review was prepared on the basis of data of the 
Russian State Committee for Statistics 





Presence (Absence) of Foodstuffs in Cities Surveyed as of 1 February 







































































Product name Namber of Number of Cities where Number of Number of Cities where 

cities where cities where item was not cities where cities where item was not 

item was item was not vailable as % item was item was not available as % 
available on available on of all cities available on available on of all cities 
date of survey | date of survey date of survey | date of survey 
in retail trade total 

Beef, Category | 127 4 3.05 130 1 0.76 
Pork 110 21 16.03 129 2 1.53 
Poultry meat 129 2 1.53 130 l 0.76 
Meat patties, per 10 54 77 58.78 $4 77 $8.78 
Pelmeni [meat-filled dumplings}, 90 4! 31.30 91 40 30.53 
frozen 
Boiled sausage, Grade | 128 3 2.29 128 3 2.29 
Summer salami, Grade | 129 2 1.53 129 2 1.53 
Fish quick-frozen, refrigerated, 101 30 22.90 102 29 22.14 
unsegmented 
Herring, salted and brined, ivasi 120 11 8.40 121 10 7.63 
Butter 129 1.53 130 1 0.76 
Vegetable oil 125 6 4.58 126 5 3.82 
Melted pork fat 74 $7 43.51 81 50 38.17 
Table margarine 124 5.34 124 7 5.34 
Pasteurized milk, 1.5-3.5 percent fat 131 0 0.00 131 0.00 
Fatty kefir 107 ; 24 18.32 107 24 18.32 
Sour cream 129 2 1.53 130 1 0.76 
Cottage cheese 79 $2 39.69 108 23 17.56 
Low-fat cottage cheese 64 67 $1.15 67 64 48.85 
Powdered cow's milk 80 51 38.93 82 49 37.40 
Hard rennet cheese (“Poshekhon- 111 20 15.27 112 19 14.50 
skiy,” “Kostromskoy,” “Rossiyskiy,” 
“Yaroslavskiy,” “Gollandskiy,” etc. 
varieties) 
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Presence (Absence) of Foodstuffs in Cities Surveyed as of 1 February (Continued) 
Product name Number of Number of Cities where Number of Number of Cities where 
cities where cities where item was not cities where cities where Hem was not 
“item was item was not available as % item was item was not available as % 
available on available on of all cities available on available on of all cities 
date of survey | date of survey date of survey | date of survey 
in retail trade total 
Paste-like processed cheese 73 58 44,27 73 58 44.27 
(“Druzhba,” “Volna,” “Yantar,” 
be * varieties) 
Canned meat (stewed beef or pork), 119 12 9.16 119 12 9.16 
price per on standard 350-gram can 
Canned fish, price per standard 350- 87 44 33.59 88 43 32.82 
gram can, natural, with oil added 
(mackerel, scad) 
Canned fish, price per standard 350- 120 il 8.40 120 11 8.40 
gram can, non-gourmet, in tomato 
sauce 
Canned tomato puree and paste 99 32 24.43 99 32 24.43 
Canned fruit for children 95 36 27.48 95 36 27.48 
Chicken eggs (price per 10) 131 0 0.00 131 0 0.00 
Granulated sugar 130 1 0.76 130 1 0.76 
Ordinary cookies (“Apelsinovoye,” 124 7 5.34 124 7 5.34 
“Privet,” etc. variety) 
Spice cake, bulk 125 6 4.58 126 5 3.82 
Caramel candy, wrapped 114 17 12.98 114 17 12.98 
Bohea black tea, highest quality 123 8 6.11 123 ® 6.11 
Salt 128 3 2.29 128 3 2.29 
Highest grade wheat flour 119 12 9.16 119 12 9.16 
Rye-wheat bread 97 34 25.95 97 34 25.95 
Wheat bread from highest grade 67 64 48.85 67 64 48.85 
flour 
Wheat bread from Grade | and 104 27 20.61 104 27 20.61 
Grade II flour 
Rolls and buns from highest grade itt 20 15.27 i 20 15.27 
wheat flour, price per 500 grams 
Pretzels, Grade | wheat flour 87 44 33.59 87 44 33.59 
Milled and polished rice 122 9 6.87 122 9 6.87 
Semolina 114 17 12.98 114 17 12.98 
Milled millet 108 23 17.56 108 23 17.56 
Unground buckwheat 112 19 14.50 113 18 13.74 
“Gerkules” oatmeal 66 65 49.62 66 65 49.62 
Ground split peas 61 70 53.44 62 69 $2.67 
Macaroni, ordinary and fancy, var- 73 58 44,27 74 57 43.51 
ious styles of cut (long and short), 
made from highest grade wheat flour 
Vermicelli, made from highest grade 127 4 3.05 127 4 3.05 
wheat flour 
80-proof vodka, price per liter 130 1 0.76 130 1 0.76 
Mayonnaise 103 28 21.37 107 24 18.32 
Potatoes 126 5 3.82 129 2 1.53 
Fresh green cabbage 108 23 17.56 119 12 9.16 
Yellow onions 119 12 9.16 129 2 1.53 
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Presence (Absence) of Foodstuffs in Cities Surveyed as of 1 February (Continued) 

Product name Number of Number of Cities where Number of Number of Cities where 

cities where cities where item was not cities where cities where item was not 
item was item was not available as % item was item was not available as % 
available on available on of all cities available on available on of all cities 
date of survey date of survey date of survey date of survey 
in retail trade total 

Garlic 76 55 41.98 117 14 10.69 

Red beets 125 6 4.58 128 3 2.29 

Carrots 118 13 9.92 128 3 2.29 

Apples 121 10 7.63 129 2 1.53 

Oranges 121 10 7.63 127 4 3.05 

Cost of the weekly selection of basic foodstuffs (as of 02/01/94, taking city market prices into account) 

City Selection cost (rubles, kopeks) % of change as compared with previous registration 

Magadan 21,528.85 4.53 

Vladivostok 21,144.56 14.26 

Yuzhno-Sakhalinsk 17,819.03 0.14 

Nakhodka 17,218.02 0.05 

Petropaviovsk-Kamchatskiy 15,214.53 3.40 

Komsomolsk-na-Amure 15,110.98 2.51 

Norilsk 14,419.22 4.08 

Yakutsk 14,225.12 3.30 

Blagoveshchensk 14,061.13 1.16 

Khabarovsk 12,935.12 3.30 

Severodvinsk 12,901.57 5.65 

Murmansk 12,507.25 2.40 

Arkhangelsk 12,212.33 11.87 

Chita 11,799.18 10.95 

Kemerovo 11,770.17 6.36 

Syktyvkar 11,559.44 5.99 

Angarsk 11,550.09 2.54 

Novokuznetsk 11,503.65 2.16 

Tolyatti 11,344.39 3.00 

Apatity 11,249.66 3.37 

Vorkuta 11,018.90 0.74 a 

Salekhard 10,704.91 0.15 7 

Irkutsk 10,517.57 2.74 7 

Novosibirsk 10,494.85 2.01 need 

Prokopyevsk 10,179.89 14.23 

Petrozavodsk 10,020.91 6.87 

Chelyabinsk 10,001.24 0.81 

Tomsk 9,946.28 2.02 a 

Kyzyl 9,919.93 4.92 

Kopeysk 9,821.18 3.19 —_ 

Krasnoyarsk 9,712.46 4.18 

Ukhta 9,705.39 262 

Berdsk 9,676.02 985 
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Cost of the weekly selection of basic foodstuffs (as of 02/01/94, taking city market prices into account) (Continued) 












































































































































City Selection cost (rubles, kopeks) % of change as compared with previous registration 
Abakan 9,625.86 -9.40 
Moscow 9,568.12 3.49 
Cherepovets 9,529.09 5.89 
Divnogorsk 9,513.25 1.61 
Kurgan 9,475.37 -1.48 
Tyumen 9,452.79 1.38 
Groznyy 9,356.33 19.74 
Samara 9,313.23 2.03 
Serov 9,289.39 3.71 
Orenburg 9,255.26 2.58 
Nizhniy Tagil 9,252.89 9.72 
Tayshet 9,184.12 2.44 
Barnaul 9,160.66 1.26 
Biysk 9,137.27 1.76 
Rybinsk 9,136.53 2.91 
Yurga 9,085.74 2.68 
Yekaterinburg 9,057.51 3.39 
Miass 9,028.13 3.33 
Perm 8,915.73 1.93 
Syzran 8,870.88 9.22 
St. Petersburg 8,778.23 6.73 
Novyy Urengoy 8,736.61 0.56 
Yaroslav! 8,724.84 -3.49 
Ufa 8,605.62 2.23 
Moscow Oblast 8,522.30 

Vologda 8,508.86 4.49 
Gorno-Altaysk 8,446.20 

Novorossiysk 8,396.41 0.48 
Izhevsk 8,392.40 1.79 
Ivanovo 8,389.07 1.04 
Rubtsovsk 8,351.91 0.67 
Ryazan 8,342.34 2.49 
Saratov 8,272.68 11.54 
Neftekamsk 8,261.26 3.30 
Kaliningrad 8,208.50 10.09 
Orsk 8,188.72 2.11 
Kostroma 8,118.72 1.48 
Pskov 8,103.53 4.34 
Novgorod 8,037.43 2.83 
Dzerzhinsk 7,988.80 6.47 
Tuapse 7,886.17 4.29 
Tver 7,870.39 5.67 
Makhachkala 7,865.99 0.87 
Elista 7,839.54 3.55 
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Cost of the weekly selection of basic foodstuffs (as of 02/01/94, taking city market prices into account) (Continued) - 









































































































































City Selection cost (rubles, kopeks) % of change as compared with previous registration 
Kirovo-Chepetsk 7,814.21 “412 OO 
Tula 7,749.98 1.42 i 
Nizhniy Novgorod 7,732.62 0.58 - 

Viadimir 7,710.40 0.42 

Balakovo 7,678.12 ary ae 

Shakhty 7,632.31 0.17 pennenanves 
Kamyshin 7,631.41 ee 
Volgodonsk 7,540.80 - I 20. 

Obninsk 1,524.62 $87) _—s 
Sterlitamak 7,492.52 $42 | 
Stavropol 7,480.59 04 © 
Kirov 7,472.23 7 1 
Ishimbay 7,447.41 “419 
Novocheboksarsk 7,442.87 Bn LoL _ : 
Cherkessk 7,381.73 ; id : 
Astrakhan 7,355.20 908 titstsi—S—sS 
Saransk 7,340.98 2.92 : 7 
Shuya 7,329.09 ag 

Arzamas 7,267.52 T — : 161 

Penza : 1,246.88 _ 70 

Kaluga 7,233.86 7 a tT ; 1.33 
Cheboksary 7,208.87 3.27 

Tambov 7,201.95 ; 1.82. 

Krasnodar — 7,189.21 [rary ye 

Novomoskovsk oor TBD 

Armavir 7,124.20 3.06 
—“—a—_«_—_£0—~#3]€©}]}|©}.) SOS SS 7,033.02 a 

Omsk | : 69001 © 0.99 

Shebekino To 952.68 0.43 

Nevinnomyssk _ TT 6,946.97 0.86 

Novyy Oskol | 6,923.07 a 161 

Smolensk 685371 t~<C~*CS:*s 0.62 

Kursk 6,788.80 _ $.19 

Bryansk 6,773.78 1.04 

Maykop  ———<COCSTS—~<“—~é~;73VW]!~«Sazi2! 1.69 

Nalchik | TT 663129” 1.98 

Yoshkar-Ola 6,553.68 4.74 

Belgorod” - 6,493.94 2.74 
potas | 0 

Viadikavkaz 6,456.66 0.17 

Sovetsk 6370.35 117 

Yelets T / 624 6. 10 1.12 

Lipetsk | 6,178.03 0.63 

Orel _ «6090.77 0.03 
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Cost of the weekly selection of basic foodstuffs (as of 02/01/94, taking city market prices into account) (Continued) 


























City Selection cost (rubles, kopeks) % of change as compared with previous registration 
Taganrog 5,993.17 7.58 
Voronezh 5,914.68 3.01 
Naberezhnyye Chelny 5,874.26 2.23 
Kazan 5,537.04 0.31 
Chistopol 5,341.27 -1.65 
Ulyanovsk 5,187.45 16.96 
Russian Federation 8,760.90 2.70 











The cost of this selection is used to compare the level of 
prices for foodstuffs in different cities. The selection 
consists of 19 basic foodstuffs and is calculated on the 
basis of consumption norms needed for a male of work- 
eligible age. This selection (consumption volumes are 
indicated on a per-year basis) includes: rye bread (92 kg), 
wheat bread (86.7 kg), millet (18.1 kg), vermicelli (7.3 
kg), sugar (24.8 kg), vegetable oil (10 kg), butter (3.6 kg), 
beef (42.0 kg), boiled sausage (2.2 kg), salami (1.1 kg), 
milk (184.3 kg), sour cream (4.2 kg), hard cheese (2.0 kg), 
eggs (183), potatoes (146 kg), fresh cabbage (29.8 kg), 
onion (10.2 kg), apples (11 kg), and cigarettes (96 packs). 


This listing was chosen by virtue of the relative stability 
seen in availability of these products for sale, enabling a 
well-founded analysis to be made of the cost dynamics of 
product selection. 


Only those cities were taken into consideration where 
not more than three items from the listing were absent 
during the given or preceding price registration. 


The value of the selection of basic foodstuffs shown is on 
a per-week basis. 
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[Text] 


Prices for Goods and Services 


Over the period 1-8 February 1994 prices for consumer 
goods onl services rose by 3.3 percent, including those for 
foodstuffs—by 3.8 percent, nonfood items—by 2.8 percent, 
and for-fee services for the population—by 3.1 percent. 


Indices of prices for consumer goods and services in 
January-February were as follows (as a percentage of the 
preceding date): 












































01/25 01/31 02/08 Average daily price rise 
_ ; February January 
Consumer goods and services 103.4 102.4 103.3 0.42 0.68 
including: 
foodstuffs 103.8 102.4 103.8 0.45 0.68 
nonfood items 102.2 102.3 102.8 0.36 | 0.40 ; 
for-fee services for the population 107.6 103.2 | 103.1 op 0.37 Tt 238 








Prices in the consumer market continue to rise at a faster 
rate (4.4 pervent) in the cities of the Far East. They rose 


the least (by 1.8 percent) since the beginning of the 
month in the cities in the Urals. 
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Foodstuffs | 
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From 1-8 February prices for basic foodstuffs rose by 3.9 percent in. organized trade, and by 3.5 percent in nonorganized 
trade. Price changes by main categories of food products over this period are shown below (in % of 31 January 1994): 






































Total in organized trade in nonorganized trade 

All food products 103.8 103.9 103.5 
including: 

Meat and meat products 103.3 103.4 103.0 
Fish and fish products 105.1 105.2 102.8 
Milk and milk products 108.7 109.1 106.8 
Eggs 102.1 102.1 102.0 
Sugar 100.7 100.7 100.6 
Bread and bakery products 105.8 105.8 

Cereals and macaroni items 104.5 104.6 102.5 
Vodka 101.2 101.1 101.9 
Potatoes and vegetables 105.9 104.7 107.4 














Prices with respect to milk products and bread and bakery 
products in organized trade continue to rise at a high rate. Over 
January—beginning of February prices for these products rose 
by | percent daily on average. Over the past week prices for 
meat products and vegetables rose by almost 3 percent; the rate 
of price increases with respect to eggs slowed down somewhat 
(by 2 percent). Prices for sugar, confectionery items, and tea 
also rose insignificantly (by 1-2 percent). 


In nonorganized trade prices rose over this week on average 
at almost the same rate as in organized trade. Prices for milk, 
sour cream, beef, poultry meat, and vegetable products rose at 
a higher rate (5-13 percent). Prices for pork, butter, vegetable 
oil, eggs, and apples rose by no more than 2-3 percent. 


The cost of a consumer basket of 19 basic foodstuffs rose over 
the week by 4.2 percent and amounted as of | February to 
39,100 rubles [R], calculated on a monthly basis. Magadan 
remains the most expensive city (R94,900) and Ulyanovsk the 
least expensive (R22,200). The price differential between them 
measures a factor of 4.3. Moscow has moved from 35th to 29th 
place of 132 monitored cities (R43,800 on a monthly basis). 


Nonfood Items 


In the beginning of February prices for these items 
continued to rise at a moderate pace. Prices for sewn 
items and knitwear, fabrics, tobacco items, and cultural 
and household goods increased by 2.0-3.8 percent. 


For-Fee Services for the Population 


Prices rose over the week by 3.1 percent. For some types of 
consumer services, prices increased by 10-12 percent. The 
cost of basic residential telephone service increased two- to 
fourfold in 24 cities and amounted to R1,500-2,000 a month. 


The Consumer Market 


The total volume of retail turnover and for-fee services (at 
officially counted enterprises) amounted to R6.6 trillion in 
January of this year and increased eightfold as compared to 
January of last year. In comparable prices, it declined by 6.6 
percent. 


Retail turnover amounted to R5.% trillion and increased 
7.8-fold in current prices as compared to last January. The 
physical volume of goods sold decreased over this period by 
2.9 percent, and as compared to December—by more than 
one-quarter. 


The private sector share (including consumer cooperatives) 
of officially reporting enterprises accounts for 56 percent of 
the retail turnover (38 percent in January 1993); the state 
sector—for 37 percent (60 percent); and other nonstate 
forms of ownership—7 percent (2 percent). 


There were R3.1 trillion worth of foodstuffs sold to the 
population in January of this year, which is eight times 
more than over the same month last year in current prices, 
and 7.8 percent less in comparable prices. 


In January 1994 the population purchased R2.8 trillion 
worth of nonfood items (a sevenfold increase in current 
prices, and a 3.3 percent increase in comparable prices). 


In January of this year RO.7 trillion worth of for-fee services 
were rendered to the population (at officially counted enter- 
prises), which constitutes an 11-fold increase in current 
prices as compared to last January, and a 48-percent decline 
in comparable prices. 


The share of household consumer services in the structure of 
for-fee services is declining. In rural areas over the past year 
the number of combination point-of-service facilities 
declined by 12 percent. Professionally equipped barber 
facilities remained in only one half of currently operating 
enterprises. Only one-third of these facilities still provide 
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electronics and complex home appliances repair services; 
photo services—7 percent; and shoe repair—10 percent. 
Mobile services in rural areas are being phased out. 


Consumer goods and services sold to the population in 
January of this year through all sales channels amounted 
to about R13 trillion”, which exceeds that for last Jan- 
uary by a factor of 8.5 in current prices, and by 1.3 
percent in comparable prices. 
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Inventories of Goods 


As of | February of this year the value of current invento- 
ries of consumer goods in trade and industry of the 
Russian Federation amounted to R9.2 trillion (at officially 
reporting enterprises). As compared to | February of last 
year, their volume declined by 4 percent in comparable 
prices. About 79 percent of inventories (R7.2 trillion 
worth) are concentrated at retail trade enterprises. 


Below are data characterizing turnover sufficiency level 
in terms of inventories of goods: 

















Inventories of goods in retail trade network Turnover sufficiency in terms of inventories 
(in days of trading) 
billion rubles as % of the corresponding date last year 
(in comparable prices) 
As of | February 1993 926.9 78 43 
As of | January 1994 6,737.6 85 36 
As of | February 1994 7,221.3 97 47 














As compared to January 1993, inventory sufficiency in 
January of this year was higher with respect to canned meat 
and fish, margarine and margarine products, sugar, confec- 
tionery items, tea, salt, woolen fabrics, clothing and under- 
wear, knitwear and hosiery, footwear, synthetic detergents, 
radio receivers, refrigerators, and tobacco items. 


Market Saturation With Consumer Goods 


In January of this year saturation of all retail trade channels 
with consumer goods increased as compared to last January 
by 23 percent, and as compared to December by 4 percent. 


Below are data characterizing the changes in the con- 
sumer market saturation by individual groups of goods 
(in percentages): 




































































Saturation coefficient Saturation index’ in January 1994 as compared to 

January 1993 December 1993 January 1994 01/93 12/93 
Total 59 76 87 123 104 
including: 
foodstuffs 60 12 83 119 107 ‘ 
of them: 
meat products 75 83 84 109 94 
milk products 56 68 75 121 104 
butter 89 99 98 110 99 
vegetable oil 85 96 94 111 98 
eggs 97 97 97 100 100 
granulated sugar 83 99 98 118 99 
confectionery items 81 9} 91 112 100 
tea 83 97 92 11 95 
nonfood items 73 86 94 130 112 
of them: 
sewn items 70 85 91 130 120 
knitwear 67 87 88 131 101 
hosiery 87 97 96 110 99 
leather footwear 69 86 85 123 99 
refrigerators 46 78 83 180 106 
color television sets 65 84 80 123 95 




















* Ratio of the number of cities where on the day of registration the goods were available for sale to the total number of surveyed cities (132). 





Ratio of saturation coefficients taking into account data comparability. 
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As the consumer market develops and new channels for 
selling goods appear, part of the population is shifting 
from organized to nonorganized trade in regard to goods 
purchases. While purchases of meat products, sugar, and 
vegetable oil increased last year by 12-26 percent, and 
milk products—by 6 percent, their sales in organized 
trade dropped by 4-15 percent. 


Monetary Income of the Population 


The monetary income earned by the population in 
January of this year amounted to R14.4 trillion and 
increased 9.7-fold as compared to January 1993; 
adjusted for the consumer price index, they increased by 
7 percent. Disposable monetary income (income less 
compulsory payments) adjusted for the consumer price 
index increased over this period by 8 percent. The 
volume of nominal monetary income in January of this 
year was lower than in December of 1993 by 16.6 
percent. This is typical for a number of years and stems 
from December payment of quarterly and yearly 
bonuses, as well as income in the form of interest paid on 
deposits at the end of the year. 


The average wages due to workers in January of this year 
amounted to an estimated R145,000 and increased as 
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compared to December 1993 by 3 percent (in December 
as compared to November it increased by 39 percent). As 
compared to last January the average wage increased 
9.5-fold. 


Stratification of the population by level of per capita 
monetary income continued to increase in January. The 
income concentration index (Gini coefficient) measured 
0.352 in January 1994 as compared to 0.346 in 
December 1993 and 0.327 in 1992. 


The value of the subsistence minimum in January 1994 
amounted to R51,400 per capita, including R58,000 for 
work-eligible persons, R36,200 for pensioners, and 
R51,300 for children. The cost of the consumer food 
basket included in the subsistence minimum accounts 
for 68 percent of it. 


Income of a considerable part of the population (mainly 
families with many children, incomplete families with 
children, families with a high proportion of dependents 
where working members’ labor remuneration is close to 
the minimum, single pensioners, and the disabled) 
cannot cover even the cost of the consumer food basket 
taken into account in the calculation of the subsistence 
minimum, which may be seen from the following data: 

















Population with monetary income below: 
subsistence minimum cost of consumer food basket taken into account in 
calculating the subsistence minimum 
million persons as % of total population million persons as % of total population 
January 1993 52.8 21.6 14.5 
January 1994 52.6 26.3 17.7 

















The value of the subsistence minimum differs substantially 
across the regions in Russia: from R18,000-30,000 in Uly- 
anovsk Oblast, the Republic of Tatarstan, and Kursk, Tula, 
Orel, Smolensk, Voronezh, and Penza Oblasts, to R73,000- 
97,000 in Moscow, Amur Oblast, Khabarovsk Kray, and the 
Republic of Sakha (Yakutia), and R117,000-119,000 in 
Sakhalin and Magadan Oblasts. 


Industrial Production 


In January of this year Russian industry produced almost 
R16 trillion worth of output in current prices. As compared 
to last January industrial production declined by 23.1 
percent. As compared to December 1993 total output 
declined by 17.2 percent, and daily output—by 11 percent. 


The fuel and power generation sectors in January of this 
year produced 89.5 billion kw-hrs of electric power (5 
percent less than in January 1993), 27.5 million tonnes 
of oil, including gas condensate (10 percent less), 25.3 
million tonnes of coal (8 percent less), and 57.2 billion 
cubic meters of gas (the same level of production as 
January 1993). 


There has been a considerable decline in the output of 
the main products of ferrous metallurgy. Steel smelting in 
January of this year amounted to 3.9 million tonnes (23 


percent below January 1993 level); pig iron produc- 
tion—3.0 million tonnes (17 percent less); finished rolled 
metal—3.0 million tonnes (20 percent less); and steel 
pipe—327,000 tonnes (47 percent less). 


In January of this year, the output of half the monitored 
items in machine building amounted to 50 percent or less 
of last year. The output of large electric machinery 
amounted to 400 units (41 percent less than last Janu- 
ary); of metal-cutting machine tools—1,800 (47 percent 
less); drop forge machines—295 (62 percent less); bull- 
dozers—351 (46 percent less); trucks—16,500 (60 per- 
cent less); passenger cars—21,300 (71 percent less); and 
tractors—2,100 (77 percent less). 


In the chemical and petrochemical industry, because of 
resource limitations production of most varieties of output 
continued to fall in January. Overall, 660,000 tonnes of 
synthetic ammonia was produced over the month (a 27- 
percent decline as compared to the January 1993 level), 
511,000 tonnes of sulfuric acid (35 percent), 135,000 tonnes 
of calcinated soda (47 percent), 107,000 tonnes of caustic 
soda (23 percent), 547,000 tonnes of mineral fertilizer (26 
percent), 18,300 tonnes of chemical thread and fiber (46 
percent), and 1.8 million automotive tires (37 percent). 


In the petrochemical industry, the output of synthetic 
spirits declined by |! percent as compared to January 
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1993, technical hydrocarbon—by 42 percent, and syn- 
thetic rubber—by 37 percent. A similar situation existed 
in the rubber-asbestos industry: production of rubber- 
ized-fabric and conveyer-type rubberized-cord belting, 
needed for repairs of agricultural machinery, declined by 
37 percent and 17 percent, respectively, and that of 
metal-braid sleeves—by 68 percent. 


In the timber, woodworking, and pulp and paper industry 
in January of this year the outshipment of timber 
amounted to 68 percent of last year’s volume. Produc- 
tion of lumber amounted to 1.9 million tonnes (29 
percent below that for January 1993), commercial cellu- 
lose—101,000 tonnes (30 percent below), and card- 
board—87,700 tonnes (42 percent below). 


The shortage of timber raw materials resulted in a 
decline in the production of laminated plywood and 
window and door frames by 21-26 percent; of mine 
props and shaft slab—by 34-58 percent; and of preas- 
sembled homes made of wood—by three-quarters. 


In the pulp and paper industry, as a result of difficulties 
in distribution of paper, whose price has risen numerous 
times, output declined by 18 percent as compared to the 
level of the corresponding month of last year. 


In the construction materials industry in January, a 
further reduction in output was registered with respect to 
products used first and foremost in industrial construc- 
tion. In particular, production of prefabricated ferrocon- 
crete, panels for preassembled-component house 
building, and aluminum alloy components declined by 
25-30 percent; of steel and roof panels and light metal 
constructions—by 57-63 percent. 


The output of general-use construction materials 
declined to a somewhat lesser extent. Production of 
cement amounted to 2.3 million tonnes (40 percent less 
than in January 1993), brick—1.1 billion units (22 
percent less), window glass—7.0 million square meters 
(31 percent less), and soft roofing and insulation mate- 
rials—28.3 million square meters (39 percent less). 


A considerable decline occurred in January in the pro- 
duction of asbestos-cement items. Suspension of produc- 
tion of high-grade asbestos in the first half of January led 
to a decline in the output of roof slate by 80 percent, and 
asbestos-cement pipe and couplers by 49 percent. 


Production of consumer goods in January declined as 
compared to last January by 27 percent, including that of 
nonfood items—by 35 percent, and foodstuffs—by 15 
percent. 


At light industry enterprises in January of this year 232 
million square meters of fabrics was produced (5 percent 
less than in January 1993), 31.2 million pairs of hosiery 
(26 percent less), 18.0 million units of knitwear (28 
percent less), and 4.8 million pairs of footwear (54 
percent less). 
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Shortage of material and financial resources remains the 
main cause of production decline, as well as difficulties in 
distribution of final products because of their high prices. 


Production of goods for children is declining at a faster 
rate. In January of this year as compared to last January, 
the output of hosiery and knitwear for children declined by 
32-45 percent, and of footwear—by almost two-thirds. 


In the production of complex home appliances the output 
of refrigerators and freezers, universal kitchen appli- 
ances, and electric juicers is rising. With respect to other 
varieties of home appliances, the January output was 
below that for January 1993: production of washers 
amounted to 185,000 (41 percent less); television sets— 
259,000 (10 percent less); tape recorders—102,000 units 
(49 percent less) and porcelain, stoneware, and majolica 
tableware—36.6 million units (19 percent less). 


As compared to January 1993, the output of vegetable 
oil, high fat cheese and feta cheese, canned milk, ard 
mayonnaise increased somewhat. Production of most 
foodstuffs declined somewhat as compared to January 
1993: there were 192,000 tonnes of meat produced (24 
percent less), 546,000 tonnes of whole milk products (16 
percent less), 23,600 tonnes of butter (39 percent less), 
1,088,000 tonnes of flour (18 percent less), and 110,000 
tonnes of cereals (30 percent less). 


The process of sugar beet processing is nearly complete. 
In January of this year 82,400 tonnes of granulated sugar 
was produced from sugar beet, which is 14 percent less 
than over the corresponding period of last year. 


Production of canned meat, baker’s yeast, tea, and 
macaroni and confectionery items lagged considerably 
(21-41 percent) behind that of January 1993. Commer- 
cial bakeries reduced production of bread and bakery 
items by 12 percent. Production of some varieties of 
baby food continues to contract. The output of canned 
meat and grain-based dry mixes for baby and restricted- 
diet nutrition amounted to 20 percent and 11 percent, 
respectively, of the January 1993 level. One of the main 
reasons for this contraction is a build-up of unsold 
inventories at enterprises. 


Preparation for Spring Sowing 


On the threshold of spring sowing, Russia’s enterprises 
are in somewhat worse shape with respect to supply of 
seed of spring grain crops. 


By the beginning of February the seed supply at farms 
amounted to 10.3 million tonnes of spring grain crop 
seeds (not including corn), or 98.5 of the needed quan- 
tities as determined by the farms themselves. The supply 
of wheat and millet seed is adequate. 


At the same time, farms are short 9,000 tonnes of buck- 
wheat seed (7 percent), 5,000 tonnes of rice seed (8 
percent), and 115,000 tonnes of legume seed (12 percent). 


There is a considerable shortage of seed potatoes 
(441,000 tonnes, or 17 percent). 
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Seed on hand as of 02/01/94 For reference: seed on hand as of 
02/01/93 as % of need 
thousand tonnes % of farms’ needs 

Spring grain and legume crops 10.3 98.5 99.95 

(excluding corn), million tonnes 

including: 

wheat 3,024 101 105 

buckwheat 119 93 101 

rice 62 92 97 

millet 50 100.2 95 

legumes 846 88 81 

Potatoes 2,179 83 92 

Soy 88 111 100.3 














Farms on 30 territories in Russia have the full supply of 
seed they need for spring grain crops. Farms in Kaluga, 
Yaroslavl, Samara, Penza, Tyumen, and Chita Oblasts 
have 80-90 percent of needed quantities; at the same 
time, in most of the territories listed above this year’s 
spring sowing will have to make up for a considerable 
shortfall in the sowing of winter grain crops in the fall of 
last year. 


Farms in Smolensk, Perm, and Sverdlovsk Oblasts and 
Bashkortostan have 56-65 percent of the needed quantities 
of seed potatoes; in Vladimir, Moscow, and Lipetsk 
Oblasts—7 1-75 percent. 


Preparation of machinery for spring field work is pro- 
ceeding at a slower pace that past years. By the beginning 
of this February one-fourth of tractors and trucks and 
approximately one-third of plows, cultivators, and 
seeders were in need of repair. 























Operational as % of total pool 
1992 1993 1994 
Tractors—total 84 80 75 
Trucks 80 78 75 
Plows 81 76 70 
Seeders 79 73 66 
Cultivators 80 74 69 














The highest proportional share of tractors and trucks, 
soil-tilling equipment, and seeders in need of repairs was 
reported at agricultural enterprises in Arkhangelsk, 
Pskov, Ivanovo, Kaluga, Ryazan, Nizhniy Novgorod, 
Kurgan, Perm, and Amur Oblasts. 


In January of this year agricultural petroleum products 
storage facilities received one-third less diesel fuel and 
gasoline than January last year. Stocks of petroleum 
products as of | February were considerably below last 
year’s level. 














On hand as of 1 February, thousand tonnes 
1992 1994 1994 as % of 1993 
Diesel duel 1,349 420 52 
Gasoline 385 231 61 

















Farms in Vologda, Novgorod, Vladimir, Kirov, Tam- 
bov, Ulyanovsk, Chelyabinsk, and Kemerovo Oblasts 
had on hand only 20-40 percent of last year’s quantities 
of diesel fuel and gasoline. 


The State of Animal Husbandry 


In January of this year at all categories of farms, 
including the population’s plots and private farms, sales 


of livestock and poultry for slaughter dropped by 13 
percent as compared to the same period of last year, milk 
yields—by 9 percent, and egg production—by 6 percent. 


At agricultural enterprises, which account for the pro- 
duction of 60-70 percent of all animal husbandry output, 
production volumes in January were as follows: 
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January 
1993 1994 1994 as % of 1993 

Livestock and poultry sold for slaughter in 511 415 81 

live weight, thousand tonnes 

Gross milk yield, thousand tonnes 1,759 1,510 86 

Milk yield per cow, kg 136 126 93 

Hen eggs produced, million units 2.5 2.3 94 

Average yield of eggs per laying hen, units 19 18 95 














The output of animal husbandry products at agricultural 
enterprises declined practically everywhere. As com- 
pared to last January, sales of livestock and poultry for 
slaughter declined in 62 territories of Russia; gross milk 
yield—in all territories with the exception of Krasnoy- 
arsk Kray and Yevreyskaya Autonomous Oblast; and egg 
production—in 56 regions. The most significant decline 
in the production of meat, milk, and eggs took place at 
agricultural enterprises in Kursk, Tambov, Rostov, and 
Omsk Oblasts and Stavropol Kray. 


The production decline in most territories was caused 
mainly by reductions in the herd of livestock and 
poultry. By the beginning of February the herd of horned 
cattle at agricultural enterprises had decreased by 10 
percent as compared to the corresponding date of last 
year; cows—by 7 percent, swine—by 13 percent, and 
sheep and goats—by 22 percent. 


The greatest reductions in the herd of main categories of 
livestock occurred at farms in Kursk, Volgograd, 
Samara, Saratov, Rostov, Tomsk, Tyumen, and Kalin- 
ingrad Oblasts and Stavropol Kray. 


The decline in the size of herd at agricultural enterprises 
is only partially offset by an increase in the number of 
animals on the population’s personal plots. 


City and Local Transportation Services for the 
Population 


In January 1994 in almost one-quarter of the republic’s 
capital cities and kray and oblast centers of the Russian 
Federation more than 15 percent of the planned trips by 
city ground passenger transportation were not made. 
The figures for individual cities where public transpor- 
tation operations were most irregular are presented 
below: 










































































Scheduled trips not made by urban transportation 

thousands | (%) 
Cities where 30% or more of scheduled trips were not made 
Groznyy 33.5 55 
Yuzhno-Sakhalinsk 8.8 32 
Tver 44.2 31 
Astrakhan 28.5 31 
Cities where 20% to 30% of scheduled trips were not made 
Vladikavkaz 32.2 27 
Smolensk 27.1 27 
Moscow 849.3 24 
Krasnoyarsk 72.0 24 
Orenburg 53.3 24 
Khabarovsk 26.0 22 
Tula 55.9 21 
Kaluga 29.9 20 
Cities where 15% to 20% of scheduled trips were not made 
Cheboksary 28.7 16 
Kaliningrad 17.2 16 
Lipetsk 28.1 15 
Vladivostok 21.0 15 
Nalchik 12.8 15 
Elista 5.5 15 
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The most unsatisfactory was suburban bus service in the 
following cities: Groznyy (50 percent, or 1,500, sched- 
uled runs not performed); Makhachkala (48 percent, 
2,100); Astrakhan (25 percent, 1,400); Orenburg (23 
percent, 3,700); Novosibirsk (2! percent, 3,400); Ros- 
tov-na-Donu (18 percent, 2,900); and Volgograd (18 
percent, 2,500). 


During January of this year 1,300 runs on local com- 
muter electric trains (34 percent of the scheduled 
number) were canceled in Volgograd; in St. Petersburg— 
100 (1 percent); Moscow—74 (0.2 percent); Krasnoy- 
arsk—32 (2 percent); Kursk—28 (5 percent); and Tver— 
8 (1 percent). 
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Exchange Trading 


As of the beginning of 1994, 180 commodity, com- 
modity and stock, and stock exchanges were operating in 
Russia. Over the past year their number decreased by 
almost one-third. Most exchanges that ceased operations 
were in Moscow, Novosibirsk, Tyumen, Samara, and 
Saratov Oblasts, and Maritime Kray. Exchange closings 
are mostly the result of their conversion into trading 
houses, liquidation of economically weak exchanges, and 
loss of buyers because of high prices for products and 
goods. 


Over the elapsed year exchange activities were charac- 
terized by the following data: 









































1993 1993 as % of 1992 
Trading sessions conducted, thousands 16.3 81 
Deals concluded, thousands 400.5 2 times 
Exchange turnover in current prices, billion rubles 1,634 4.7 times 
including: 
consumer goods 215.5 2.0 times 
as % of total turnover 13 
producer goods 695.5 3.1 times 
as % of total turnover 42 
monetary resources 234.6 41 times 
as % of total turnover 14 
securities 482.1 80 times 
as % of total turnover 30 











The bulk of exchange activities is concentrated at 40 
exchanges (13 of which are in Moscow), which account 
for 87 percent of all turnover. 


Typically they hold trading sessions regularly; their 
volume of sales is on the increase; and they deal in 
futures contracts that guarantee delivery of a product at 
a certain time. The proportional share of operations in 
buying and selling futures contracts amounted to 9 
percent of the 1993 turnover as compared to | percent at 
the beginning of the same year. 


In December 1993 four exchanges (Moscow commodity, 
Russian commodity and raw materials, Russian grain 
commodities, and Murmansk commodity and raw mate- 
rials) began selling agricultural products received from 
the United States as humanitarian aid. Over this month 
they sold 510,000 tonnes of wheat, 210,000 tonnes of 
corn, 85,000 tonnes of rice, 4,500 tonnes of pork, and 
1,600 tonnes of chicken legs. Average exchange prices 
were considerably lower than domestic producers’ 


prices: the price of pork was R700-800 per kg, chicken 
legs—R 1,000, wheat—R27-32, corn—R25, and rice— 
R75 per kg. 


The structure of exchange turnover has changed. Over 
the elapsed year the share of sales of securities and 
monetary resources increased by 41 percentage points, 
while that of consumer goods and producer goods 
declined, respectively, by 18 and 23 percentage points. 


The volume of output sold through exchanges remains 
insignificant in the total production and amounts to 
about 2 percent; with respect to individual items it 
fluctuates in the range of between 0.05 percent and 6 
percent. Many enterprises and organizations in the envi- 
ronment of poor solvency and high exchange prices 
prefer to purchase products direct or through barter. In 
particular, in 1993 direct sales of automotive gasoline 
were 5.5 times greater than those through exchanges, and 
of diesel fuel—18 times greater. 


This review has been prepared using data of the Russian 
State Committee on Statistics 
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Vice Premier Zaveryukha Comments on Agricultural 
Finances 


Foresees End to Imports, Cites Need for Financial 
Support 

944K0729A Moscow SELSKAYA ZHIZN in Russian 

29 Jan 94 p 2 


[Article by Vladimir Istomin: “Charity Begins at 
Home...”} 


[Text] The policy line of reform in agriculture, which 
seemed to have had only destructive aims, now appears 
to be relenting. Actually, to put it more precisely, it is 
preparing to relent. This is the impression that was 
created by the press conference Russian Vice-Premier 
A.Kh. Zaveryukha held when he returned from Orel. It is 
time to recover from the shock, the vice premier 
stressed. It is time to begin protecting the domestic 
producer of goods and to supply the population with 
stocks of its own food. 


This year Russia will officially refuse to import many types 
of agricultural products, or at least will not be buying them 
in the same quantities as before. Calculations have shown 
that we have enough forage grain, for example. Of course, 
this does not mean that the country will call a complete halt 
to integration with foreign partners. It still cannot get by 
without buying part of its corn, groats, and components for 
the mixed feed industry. 


Protection will also be required for animal husbandry, a 
branch which ..ffered more than others last year—the 
output of meat and milk decreased and the size of the 
herd was reduced. Furthermore, the products of our 
meat combines are frequently crowded off store counters 
by inferior but cheaper foreign products. Apparently, 
more formidable customs tariffs will be instituted for 
these imports. 


As for the financial status of the agroindustrial complex, 
it is more critical than ever before. The reason is that 
capital investments in agriculture are incommensurate 
with the proportional importance of this branch in the 
economy: It accounts for more than 30 percent of the 
gross national product. And what about the price dispar- 
ities? Last year the prices of agricultural products 
increased 8.5-fold while the prices of manufactured 
goods increased 12-fold. Furthermore, a debt of 1.8 
trillion rubles is already owed to the rural community, 
and this is the reason for all of the unclaimed fertilizer, 
equipment, fuel.... 


There is still time to correct the situation, however. The 
vice premier reported that allocations to agriculture in 
just the first quarter might amount to 2.3 trillion rubles. 
Otherwise, the upcoming sowing season could be dis- 
rupted. In all, the government has requested around 14 
trillion rubles for specific programs. This would be 
enough to make the agrarian sector work, even if not at 
top efficiency. Otherwise, A.Kh. Zaveryukha stressed, 
we can return to the shovel and rake. 
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Discusses Procurement, Distribution at Smolensk 
Market 


944K0729B Moscow SELSKAYA ZHIZN in Russian 
29 Jan 94 p 2 


{Report by Petr Shcherbakov on RF Vice-Premier A.Kh. 
Zaveryukha’s address at 1994 Russian Wholesale Food 
Fair in Smolensk] 


[Text] The day after the conference in Orel, Vice- 
Premier A. Zaveryukha of the RF Government flew to 
Smolensk for the 1994 Russian Wholesale Food Trade 
Fair. The vice premier’s interest in the fair is under- 
standable. After all, it is taking place in an atmosphere of 
budding market relations and essentially should serve as 
the prototype of future business contacts between the 
producers and buyers of food. 


When the agrarian reform was being carried out, priority 
is known to have been assigned to changes in forms of 
property ownership and economic management. The 
problems of product sales were virtually overlooked. In 
fact, to put it more precisely, they were ignored. 


It is not surprising that this resulted in the emergence of 
numerous middlemen (experts estimate that there are 7 
million of them at this time) who are appropriating a 
high percentage of the earnings of agricultural produc- 
ers—up to 30-40 percent of the market price. All of this 
is heightening the local monopolism of the processing 
industry and trade and impeding sales of agricultural 
products. This has resulted in the creation of the artifi- 
cial problem of simulated agricultural overproduction. 


When A. Zaveryukha addressed visitors to the fair, he 
said that the government is now planning ways of 
accumulating national food resources. To this end, the 
ministries of economics and finance will have to arrange 
for government regulation of public purchasing power, 
the guaranteed sale of agricultural products, and the 
provision of agricultural producers with incentives for 
increased output. 


In addition, this year there will be a substantial decrease 
in federal demand and the number of federal consumers. 
Food purchases by the government will be used only to 
satisfy the needs of military personnel and equivalent 
groups of consumers, to contribute part of the food 
supplies of the cities of Moscow and St. Petersburg and 
regions of the Far North, to supplement state reserves, 
and to create operational government reserves of a select 
group of products: grain, potatoes, vegetables, meat, 
dairy products, eggs, sugar, vegetable oil, and fish. The 
emphasis will be on local production, because less food 
will be brought in from CIS countries, and there are 
virtually no plans for centralized imports. 


In this way, the supply of food for the public and all 
consumers will be redirected into market channels. 
Wholesale food markets are to be set up on the federal 
and regional levels to speed up the transition to more 
effective forms of trade, facilitate the offer of agricultural 
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items and food to consumers by producers, give con- 
sumers free access to goods, speed up the delivery of food 
products to the retail trade network, establish realistic 
market prices, and regulate settlements. 


This system should include rayon wholesale markets, 
interrayon livestock markets, and large urban wholesale 
potato, produce, meat, and fish markets. The system will 
also include specialized and general exchanges trading in 
grain, oil and oil-bearing seeds, sugar, and several other 
foods, as well as forward exchanges and futures. 


The Russian wholesale food fair was attended by more 
than 1,700 representatives of industry and wholesale 
trade in Russia, the CIS countries, and the Baltic states 
and of several foreign firms, small businessmen, and the 
agents of various commercial structures. 


Foresees Further Financial Support for 
Agriculture 


944K0729C Moscow SELSKAYA ZHIZN in Russian 
10 Feb 94 p 2 


[Unattributed article: “The Money Is Starting To Come In”) 


[Text] The agroindustrial complex is starting to receive 
money from the state credit of 1.3 trillion rubles allo- 
cated in the first quarter of this year. Around 800 billion 
rubles will be used directly in agriculture. 


As Vice-Premier Aleksandr Zaveryukha told an ITAR- 
TASS correspondent, this will be enough to cover the 
end of the livestock wintering season, the preparations 
for spring sowing, and the payment of the many debts of 
farms to numerous suppliers. 


Aleksandr Zaveryukha still hopes that the agroindustrial 
complex will receive the requested 6 trillion rubles in 
credit in the first half of the year. He believes that 
branches of the complex cannot survive their present 
difficulties without this money. The use of credit, tax, 
and price policies to support agriculture is a common 
practice in all countries, he stressed. This is particularly 
important today, now that price disparities are growing 
more pronounced. Last year the prices of agricultural 
products increased 8.5-fold, but the prices of manufac- 
tured goods increased | 2-fold. 


In reference to the heated arguments over the financial 
requests of the agroindustrial complex, Aleksandr 
Zaveryukha suggested that certain groups are disturbed 
by the position of complex administrators. These groups, 
which include officials from some ministries and depart- 
ments, he remarked, “are infuriated that we are not 
requisitioning imports, requesting credits for imports, or 
requesting funds in connection with the so-called coeffi- 
cients that forced us to lower the prices of our own 
products to someone's benefit. They also object to our 
insistence on the use of customs duties for the slight 
reduction of food imports.” 
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The vice premier said that the projected financing for the 
agroindustrial complex is “closely related to the prelim- 
inary budget.” The budget is based on earlier decisions, 
particularly the presidential edict on the creation of a 
fund to support the most important branches of the 
national economy. 


Progress, Problems in Providing Financial Relief 
to Agriculture 


Government Moves to Allot Credits 
944K0736A Moscow TRUD in Russian 5 Feb 94 p 1 


{Article by Igor Ostrovskiy: “Get Your Money Ready: 
The Government is Allocating Preferential Credit to 
Agriculture. The Pace of Inflation Will Increase in 
Coming Months” 


[Text] For 2.5 hours on 3 February the members of the 
government’s presidium discussed the draft, “Economic 
Conditions for the Operation of the Agricultural Com- 
plex in 1994,” 


Since it is traditional to make up subtitles to government 
documents, in my opinion this one could be called the 
classic manual to branch lobbying. 


The 24 points contain almost everything against which 
the reform government struggled for 2 years, as, for 
example, government subsidies for the procurement 
from abroad of agents to protect vegetation and raw 
materials for the food industry, and the cancellation of 
duties on imported spare parts and equipment for some 
branches of industry. These are seemingly innocuous 
points, but they radically undermine domestic industry, 
especially the chemical industry, machine building and 
the military industrial complex. With government pro- 
tection of the domestic market they would be able to 
supply the agroindustrial complex with all it needed, but 
without it the domestic industry will not be able to 
withstand competition with foreign suppliers. 


Let us say that the procurement of sugar from abroad 
requires a 20-percent duty. Even without this, our sugar 
prices are the highest in the world. Now the sugar barons, 
protected from competition, will be able to do with us 
what they will. 


It is possible to analyze every point of the document, but 
it is better to provide summary figures. In the course of 
this year direct subsidies from budget allocations will 
equal 14.1 trillion rubles; the creation of a federal food 
fund will require 14.5 trillion; and special-purpose pref- 
erential credit for spring field work - 6 trillion. Add some 
other benefits to this and you will have a total of 34.7 
trillion. 


From past experience we know that ultimately almost 
half of preferential credit is transformed into cash and 
appears on the market. The reaction to this will be 
unequivocal—first there will be an increase in the cost of 
durable goods because they are purchased 1n expectation 
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of inflation. We can assume that in the coming 2-3 
months there will be a sharp increase in the cost of 
televisions, refrigerators, VCR’s and other embellish- 
ments of our lives. 


We cannot avoid price fixing on the hard currency 
market, which is completely understandable because 
people prefer to exchange “mad money” for something 
more dependable, i.e., hard currency. During the Jan- 
uary panic about 2 trillion rubles were thrown into the 
currency market. What if several times more rubles 
follow this route? In such a case we cannot rule out that 
B. Fedorov’s prediction that by year’s end $1 will be 
equivalent to 10,000 rubles might come to pass even 
sooner. 


Everything taken together—the sugar, meat, flour and 
milk monopolies, their protection from competition 
with cheap foreign products, and the growing pace of 
inflation—will result in price increases. I think that very 
soon we will be paying 10,000 rubles for a kilogram of 
meat and 20,000 for a kilogram of butter. 


The government has already corrected its goals for the 
end of the year several times. First there was talk of 4-5 
percent inflation in December, then 7-9 percent and then 
15-16 percent. But independent experts feel that the 
upheavals arising from the implementation of “eco- 
nomic conditions” will be so painful that already in 
April inflation may exceed 30 percent, and in July—50 
percent. Why should millions of Russians suffer new 
deprivations and difficulties? 


The attack on the state treasury proceeded under the 
pretext that it is essential to rescue the village and to save 
the peasant from death by starvation. But is the situation 
within the branch all that tragic? In the course of 2 years 
production volume decreased within the branch at the 
slowest pace—by 4-5 percent as compared to 16-19 
percent in industry and 24-27 percent in transportation. 
Last year there was an increase in the consumption of 
almost all types of food products except fish and vege- 
tables. Especially great was increased consumption of 
sugar, confectionery goods, fruit and citrus products—by 
21! percent. 


The average wage within the agroindustrial complex is 
80,000 rubles. At the same time, if we take into consid- 
eration income from private plots, then peasants receive 
more than the workers of half of the sectors of our 
economy. Perhaps it is not a matter of poverty? 


Everyone who lives in this country realizes that the 
entire society is in debt to the village. We would not 
begrudge any amount of money if it were directed into 
solving the most acute social problems and into struc- 
tural reorganization. Unfortunately, there is no talk of 
this. 


The people’s money will be used according to former 
methods—to support that which exists, and not for a 
structural transformation of the village. This is a guar- 
antee that these tens of trillions will not be enough. They, 
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like previous credit infusions, will disappear into the 
black hole of ineffective agricultural production. 


On 3 February the draft was not passed. But we can 
assume that the basic numbers will not change because 
the only voices of opposition were those of A. Chubays, 
S. Dubinin and V. Mashits. 


At the meeting one of the representatives of the agroin- 
dustrial complex said: “The Russian people must feed 
their peasants.” It cannot be said any better. 


So, fellow countrymen, get out your wallets. 


Ruinous Effect of Price Disparity in Agriculture 


944K0736B Moscow ZEMLYA I LYUDI in Russian 
No 6, 11 Feb 94 p 1 


[Article by G. Vasilyev: “Ruinous Price Discrepancies”’] 


[Text] Each one of us is a consumer. Naturally we become 
very upset when faced with the unpleasant fact of 
increased prices for goods, especially for food products. 


There are many factors that contribute to the growth in 
market prices. One of the important ones is increased 
procurement prices for agricultural products. But do 
enterprises themselves benefit from them? The growth in 
procurement prices only partially covers expenditures by 
villagers needed to obtain industrial goods. Let us look at 
data recently prepared by the price policy administration 
of the Russian Ministry of Agriculture. Here is how 
procurement prices for agricultural products increased 
in terms of 1986 prices after so-called price liberaliza- 
tion. In 1992 they increased by a factor of 18, and in 
1993—by a factor of almost 150. Now let us look at how 
wholesale prices for industrial goods have changed. 
During these years they increased by factors of 44 and 
495 respectively. 


It is not difficult to see that the pace of growth of prices 
for industrial products is considerably higher than for 
agricultural, and this difference is increasing. Procure- 
ment prices should be increased at least threefold in 
order to give villagers the opportunity to buy material- 
technical products in the necessary quantities. But at 
present no one is moving in this direction. To act in this 
manner means to overstock store shelves with food 
products in the face of their obvious shortage. The 
problem comes up against the low solvency of the 
population. 


Despite the difficult economic situation within industry 
as well, its enterprises nevertheless find themselves in an 
advantageous position as compared to agricultural enter- 
prises. Their products can “await” a buyer until better 
times. But many agricultural products are subject to 
rapid deterioration. This is why it is not wise, and even 
wasteful, to establish very high prices for them. 


Today specialists suggest various ways to eliminate the 
negative consequences of price disparities for industrial 
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and agricultural products. Some feel that supplementary 
expenditures by villagers related to non-equivalent 
exchange between the city and the village should be 
covered by adequate government subsidies. Others pro- 
pose the introduction of guaranteed (protective) prices 
that will provide peasants with a minimum income 
needed for simple reproduction. But the amounts of 
subsidies remain small and are allocated with great 
delays, and protective prices remain good intentions. 


In actuality, the problem does not lie in the selection of 
a form for providing financial support for villagers. It is 
important to provide a type of aid that will protect them 
from inflation and enable them to manage efficiently and 
profitably. It is this kind of considerable support that the 
developed countries of Western countries give to their 
farmers, and this experience is what our people like to 
cite more and more often. 


Funds Allotted Late, Inputs in Short Supply 


944K0736C Moscow ZEMLYA I LYUDI in Russian 
No 6, 11 Feb 94p 1 


[Article by P. Shcherbakov: “The Debt is Being Repaid, 
But Clearly in Devalued Form; 2.3 Trillion Rubles 
Allocated to the Agricultural Sector by the Govern- 
ment—A Late Payment For Products Delivered Last 
Year”’] 


[Text] Last week on 3 February at a closed session the 
Government of the Russian Federation examined the 
draft resolution, “Economic Conditions for the Opera- 
tion of the Agroindustrial Complex in 1994,” at a closed 
session. According to this draft, it is planned to allocate 
14 trillion rubles from the budget to support agriculture. 
The resolution as a whole was approved, but under the 
condition that finishing touches be put on it and that 
certain figures and details be made more precise. Judging 
by everything, the figures, which are nothing but finan- 
cial resources being directed into the APK [Agroindus- 
trial complex], will be correction in the direction of a 
decrease. 


This decision reminded me of a recent reaction by some 
mass media to a regional meeting in Orel, where a 
program for the development of the regions in Central 
Russia was being discussed. At that time, specific steps 
taken by the government to effect the economic, social 
and spiritual rebirth of the age-old Russian central 
regions were termed “political demonstrations,” 
“attempts to win authority by means of handing out 
financial benefits to territories and the agricultural 
sector” by some newspapers. 


At that time, A. Zaveryukha, deputy prime minister of 
the RF Government, held a press conference for Russian 
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and foreign journalists. He was forced to clarify, 
patiently and on a popular level, the absurdities of the 
newspapers’ disinformation, as for example that con- 
cerning 2.3 trillion rubles that were soon to be directed 
into the agrarian sector. What money is this? However, 
government and non-government consumers do owe a 
debt for products, including grain, acquired from village 
goods producers. Moreover, this debt was incurred in 
August to September, and it can be termed preferential 
with complete justification. Add to it how much the 
ruble has been devalued during the last 4-5 months. Is 
the suggestion being made that we should not repay our 
debt to the peasant because we must stabilize the budget? 


A similar situation is developing with regard to the delay 
in signing the government document that is important 
for the entire agricultural sector. Sowing operations are 
right around the corner. How will kolkhozes, sovkhozes, 
farmers, joint-stock societies, partnerships and coopera- 
tives implement sowing operations if all they have in 
their accounts is the debts owed to them by the govern- 
ment and not a single penny cash? As we know, oil 
producers, machine builders and chemical workers do 
not sell their products for credit. Moreover, they demand 
a 100 percent prepayment. 


We have untuned machinery standing idle in enterprises, 
and mineral fertilizer storehouses remain empty 
although the enterprises that sell these products stop 
production due to overstocking. According to data from 
the agrochemical service, in many regions of the country 
enterprises have acquired only 2-3 kilograms of mineral 
fertilizer of the amount needed per hectare of plowland. 
This situation is threatening not only in terms of a 
considerable underproduction from fields and farms this 
year, but also, and this is especially important, in terms 
of a catastrophic fall in land fertility. As we know, 
fertility cannot be restored in just 1-2 years. And the 
expenditures that will be required will not be comparable 
to today’s so-called preferential credit. 


An especially alarming situation has developed in sup- 
plying enterprises, regardless of form of ov nership, with 
fuel and lubricating materials and seed. This spring there 
will be a significantly larger demand for these than last 
year. Last fall because of the complicated weather con- 
ditions and again because of the absence of money it was 
not possible to plow up late fall fields or sow winter crops 
on many millions of hectares. 


Judging by everything, in government not everyone 1s 
concerned with current conditions within the country’s 
agroindustrial complex, especially since the course that 
has been set involves self-sufficiency in food products. 
Here we cannot do simply with declarations and assur- 
ances about devotion to reforms. Specific actions are 
needed, particularly in protecting domestic production. 
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Agricultural Newspaper Reports Weather, Crop 
Conditions 


Meteorologist Describes February Conditions 


944K0784A Moscow SELSKAYA ZHIZN in Russian 
I Mar 94 p 5 


[Article by meteorologist Lyudmila Parshina: “Spring 
the Beautiful”’} 


[Text] The weather during the last winter month on the 
territory of the European part of Russia was mostly cold. 
The coldest temperatures were registered closer to the 
middle of the month, when the freezing Arctic air 
penetrated all the way to southernmost latitudes. 


On clear nights the temperature in many cities in Russia 
and the Baltic countries dropped below the absolute 
lowest values. On 12-13 February new cold records were 
registered in Kursk, Voronezh, Nizhniy Novgorod, 
Samara, Saratov, Astrakhan, Krasnodar, and Kalinin- 
grad; in Ufa on 12 February the cold temperature 
reached the -40 degree mark. 


Thus February has lived up to one of its names—‘‘the 
severe month.’’ However, as the end of winter 
approached, there were few blizzards and snowstorms. 
Only during the last days of the month did the snow swirl 
descend. Still, despite the cold, on clear days we were 
cheered by the sun and the anticipation of imminent 
spring. 


Ahead of us is March—the morning of the year. True, 
the first half of March is still winter in the middle belt of 
Russia and the north of the country: solid snow cover, 
frequent blizzards and snowstorms. On a considerable 
part of the European territory of the country, however, 
the average 24-hour temperature climbs above the 
freezing mark, and in the southern parts of the country 
(Sochi) it rises above five degrees. 


The day of 22 March is the spring equinox, the beginning 
of spring astronomically. The number of sunshine hours 
increases. The snow begins to melt. 


In the north and the middle belt of Russia there is still ice 
cover on rivers in March; in the south of the European 
territory (the lower part of Volga, Don, and Dnieper) the 
ice begins to break. 


Even more noticeable than in February will be the 
increase in daylight hours. And the sun’s warmth 
reaching the earth’s surface will be twice as great as in 
February. This is a dangerous time for orchards. The 
trunks of fruit-bearing trees crack because of sharp 
fluctuations in temperature over the 24-hour period. If 
the orciard is neglected at this time and the trees are not 
stained with bleach, they will be traumatized and may 
die altogether. 
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March Conditions Forecast by Region 


944K0784B Moscow SELSKAYA ZHIZN in Russian 
1 Mar 94 p 5 


[Weather report by March duty meteorologist Vladislav 
Golubev, chief specialist of the Russian Hydrometeoro- 
logical Center: “The Sound of Dripping Snow!”] 


[Text] 


Weather for the Month... 


In its characteristics March is still closer to the winter 
months than to spring. This is indicated both by the 
negative radiation balance (the difference between sun’s 
radiation and the earth’s surface and the atmosphere’s 
own radiation) and the negative values of the average air 
temperature measured over many years on the greater 
part of the European territory of Russia and West and 
East Siberia. 


However, as compared to February, in March the tem- 
perature begins to rise quickly. Therefore, on the entire 
territory of Russia (with the exception of the shores of 
Arctic seas) March is four to 12 degrees warmer than 
February. 


March’s weather characteristics on the territory of the 
former USSR vary. While in Central Asia and the Tran- 
scaucasus orchards are already in bloom in March and 
seedlings appear in the fields, in the middle belt of Euro- 
pean Russia the first thawed patches appear in the fields. 
At the same time, in the northern part of the territory, 
Siberia, and the northern part of Kazakhstan winter still 
reigns supreme, with bitter cold and blizzards. 


What will March look like this year? 


On the entire European territory of Russia (with the 
exception of the North Caucasus) and the southern parts 
of Ukraine temperatures will one to three degrees above 
normal. 


In Murmansk, Arkhangelsk, Vologda Oblast, and the 
Republics of Karelia and Komi the prevailing air tempera- 
ture at night will be minus six to 11, and at daytime 
between minus two and plus three degrees. On some days 
of the first 10-day period night temperatures may drop to 
minus 16-21, and daytime temperatures to minus six to I 1. 


In Leningrad, Novgorod, Pskov, and Kaliningrad 
Oblasts—minus three to eight at night and freezing to 
plus five in during the day. Night temperatures may drop 
to minus 10-15 and daytime temperatures to minus two 
to seven during the first and third five-day periods. 


Weather patterns will be approximately the same in the 
Central and Central Chernozem regions. 


In Nizhniy Novgorod and Kirov Oblasts and the Repub- 
lics of Mordovia, Chuvashia, and Mari El minus five to 
10 at night and freezing to plus five during the day. Night 
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temperatures may drop to minus 16-21 and daytime 
temperatures to minus six to 11 during the first and third 
five-day periods. 


In the Volga region minus one to six at night, plus one to 
six during the day. 


In the North Caucasus and southern Ukraine the average 
monthly temperatures will be close to normal. Freezing 
to plus five at night and plus | 1-16 during the day. Night 
temperatures may briefly drop to minus two to seven 
and daytime temperatures to minus four to plus one 
during the first five-day period. 


In Sverdlovsk, Perm, Chelyabinsk, Kurgan, and Orenburg 
Oblasts, Bashkortostan and Udmurtia minus five to 10 at 
night and freezing to plus five during the day. In the 
middle of the month night temperatures may drop to 
minus | 5-20 and daytime temperatures to minus eight to 
13. 


In the northern part of Ukraine minus two to plus three at 
night and plus 8 to 13 during the day. Night tempera- 
tures may drop to minus three to eight and daytime 
temperatures to minus one to six on some days during 
the first and third five-day periods. 


In Belarus and the Baltic countries minus three to plus 
two at night and plus four to nine during the day. In the 
middle of the month colder temperatures are expected, 
down to minus four to nine at night and to minus two to 
seven during the day. 


The Black Sea shore of the Caucasus and the southern 
shore of Crimea will be springlike warm. Plus two to 
seven at night, plus 1 3-18 during the day. However, here, 
too, a brief drop in temperatures is possible in the 
middle of the month—freezing to minus five at night 
and plus one to six during the day. 


In Novosibirsk, Omsk, Tomsk, and Kemerovo Oblasts 
and Altay Kray freezing cold at night—minus nine to 14, 
and plus one to six during the day. On some days during 
the first and third 10-day periods possibly colder—to 
minus |7-22, and minus seven to 12 degrees during the 
day. 


In Irkutsk Oblast and in the south of Krasnoyarsk Kray 
the average monthly temperature is close to normal; in 
Buryatia, Tuva, and Chita Oblast—one degree above 
normal. In these areas, cold at night—minus seven to 1 2, 
and minus two to plus three during the day. Colder on 
some days during the second 10-day period—to minus 
22-27 at night and minus 15-20 degrees during the day. 


In Amur Oblast and Maritime and Khabarovsk Krays the 
average monthly temyeratures will be one to three 
degrees above normal. Cold at night—miunus 10-15, and 
minus five to 10 during the day. Possibly colder on some 
days during the first 10-day period—to minus 25-30 at 
night and minus 15-20 degrees during the day. 


In the central area of the Republic of Sakha (Yakutia) and 
Magadan Oblast March will be winterly cold. Cold at 
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night—minus 25-30, daytime—minus 15-20 degrees. 
Night temperatures may drop to minus 40-45 and day- 
time temperatures to minus 25-30 degrees on some days 
during the first and third five-day periods. 


..And Today 


The Russian Hydrometeorological Center reports that 
an anticyclone from Scandinavia brought colder temper- 
atures to the northwestern and central oblasts of Russia. 
Following the Atlantic cyclone’s move to the east, tem- 
peratures dropped in the Upper and Middle Volga areas, 
with snow and blizzards. 


Effect of Thaws Noted 


944K0784C Moscow SELSKAYA ZHIZN in Russian 
] Mar 94 p 5 


[Article by health resort physician Asya Uyanayeva 
under the rubric “Meteorological Dictionary”: ‘These 
Dangerous Thaws’’] 


[Text] The weather in moderate latitudes is formed in a 
Struggle between warm and moist sea air and cold, 
relatively dry, air forming in Arctic latitudes. 


Over the past years on the European territory of the 
country winters have been warm, with frequent inva- 
sions of Atlantic cyclones. The result of this process was 
protracted thaws. 


The meteorological dictionary gives the following defi- 
nition: A thaw is the warming of air temperature to the 
freezing mark and above in winter time amidst temper- 
atures that have settled below freezing, most often as a 
result of the spread of warm air. 


On the European territory of the country thaws result 
from a stream of either moderate latitude sea air from 
the Atlantic Ocean or the moderate latitude air returning 
from southern regions through the Balkans and Asia 
Minor. Thaws are frequently preceded by snowstorms. 
They are accompanied by cloudy, foggy weather. 


What is the danger of thaw periods? First and foremost, 
the snow begins to melt, which increases the probability 
that wintering plants will be subjected to the impact of 
the cold when cold temperatures return. If the snow 
cover is low, and the impact of warm air is long enough, 
the snow may to a considerable extent or even com- 
pletely melt. 


The southern and western regions of the European 
territory of the country are subjected to the most fre- 
quent thaws. In the current year December and January 
had plenty of protracted thaws, which were only briefly 
interrupted by minor cold spells. The most frequent 
thaws occur in March, when the atmosphere shifts to 
summer mode. 
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Chief Agrometeorologist Assesses Winter’s Impact 


944K0787A Moscow SELSKAYA ZHIZN in Russian 
| Mar 94 p 5 


[Agricultural forecast by Tamara Maksimenkova, chief 
agrometeorologist of the Agricultural Meteorological 
Forecasts Department of the Russian Hydrometeorolog- 
ical Center: “Under the Snow Blanket”’} 


[Text] Over almost all of February, cold weather per- 
sisted over the entire territory of Russia. It warmed up 
only during the last few days of the month; precipitation, 
on the other hand, was low (mostly 20-40 percent of the 
normal level). The coldest temperatures in the European 
part of Russia were registered during the first half of the 
month. The average temperature during that period was 
eight to 12 degrees below normal. 


However, on the greater part of the territory of the 
Central, Central Chernozem, in the south of the Volgo- 
Vyatka and Urals regions, and in the Middle Volga area 
winter grain crops and perennial grasses were securely 
protected from cold by a sufficiently high snow cover. In 
most places it was 35-45 centimeters high, which is one 
and a half to two times as high as the average value 
calculated over many years. 


The lowest soil temperature at the winter grain tilling 
depth here stayed mainly within the optimum range— 
minus six to minus nine degrees, and the extreme cold 
(minus 28-35 degrees and below) was not dangerous for 
the crops. 


In the Central Chernozem region, in the eastern part of 
the Central region, and in the Middle Volga area regis- 
tered cold temperatures (below -28 degrees) could cause 
damage to flower buds and the annual growth of fruit- 
bearing plants in some places. 


In the Northern, the northern part of the Central, and in 
the north part of the Volgo-Vyatka and Urals regions 
winter grain crops were still under a very high (55-65 
centimeters or more) snow cover. Soil did not freeze 
much under such a blanket. 


Rotting process have been noticed over the greater part 
of the month. Plants continued to intensively use up 
nutrients for breathing, which leads to their exhaustion. 
These conclusions are supported by results of test 
sprouting of winter crops conducted by meteorological 
stations. Higher than usual sparseness of winter rye 
plants in tests (more than 10 percent of plants, and in 
places more than 30 percent) has been already noted 1n a 
number of rayons in Vologda, Yaroslavl, and Kirov 
Oblasts, as well as in some fields in Arkhangelsk and 
Perm Oblasts and the Republic of Bashkortostan. The 
lowest soil temperature at the tilling depth of winter 
crops was around freezing in February as well. 
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In the North Caucasus and the Lower Volga area the 
coldest temperatures were registered in the beginning of 
the second 10-day period of February. The average air 
temperature during this period was seven to 12 degrees 
below normal. There was no snow cover in the fields, or 
its height was no more than 1-3 centimeters. The soil 
cooled quickly. The lowest soil temperature at the winter 
grain tilling depth dropped to minus 12-15 degrees. 


In the south of Rostov Oblast, in a number of rayons in 
Krasnodar Kray, and in some rayons in Stavropol Kray, 
as well as in Kalmykia and Astrakhan Oblast, the soil 
temperature at the winter crops tilling depth was even 
lower—minus 16-18 degrees (in the south of Astrakhan 
Oblast -20 degrees). In this region, winterkilling is pos- 
sible over a considerable part of the area, especially of 
underdeveloped crops of winter wheat and barley, and in 
the south of Astrakhan Oblast, of rye. 


An unfavorable factor for further wintering of winter 
crops is that a ground-in ice crust remains on the soil in 
the fields in the Northwestern, Central, and Central 
Chernozem regions and in some places in the south of 
the Volga Region. Its thickness practically has not 
increased in February and measured 15-30 millimeters 
in most places, and in Saratov and Volgograd Oblasts, 
10-20 millimeters. 


In West Siberia, winter grain crops in February were 
under a snow cover that in most places was 25-45 
centimeters high or more. Therefore, despite severe cold 
temperatures registered during some periods of the 
month, the lowest soil temperature at the winter crops 
tilling depth stayed mostly within the range of -7 to -12 
degrees and only in some places in Altay Kray and 
Kemerovo Oblast did it drop to minus 16-20 degrees. 
The wintering of winter grain crops in February pro- 
ceeded well. 


According to the preliminary forecast of the Russian 
Hydrometeorological Center, the average air tempera- 
ture in March over the greater part of territory 1s 
expected to be one to three degrees above average. Only 
on the greater part of the territory of the North Caucasus 
region will it be close to normal. 


The amount of precipitation to the south of the Kaluga- 
Penza-Samara line is expected to be below normal; in the 
Northwestern region and in the Urals—above normal. 
On the rest of the territory of the European part of 
Russia it will be close to normal. 


In the northeastern part of the European territory higher 
than usual temperatures expected in March (two-three 
degrees above normal) will help to melt snow in the 
fields and to diminish the rot damage to winter grain 
crops. 
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Deputy Labor Minister on New Orientation in Labor 
Legislation 


944E0490A Moscow EKONOMIKA I ZHIZN 
in Russian No 6, Feb 94 pp 1,2 


[Interview with V. Kalashnikov, Russian deputy minister of 
Labor, by EIZh [EKONOMIKA I ZHIZN] Department of 
Social Problems and APK [agroindustrial complex]: “Labor 
Legislation: New Trends and Directions” 


[Text] V. Kalashnikov, Russian deputy minister of Labor, 
answers our readers’ questions. 


[EIZh] Viktor Vasilyevich, in our opinion, the existing 
labor legislation is to a great extent oriented toward the 
former system of economic operation. The situation has 
changed sharply, however, particularly in the past year: a 
tremendous number of private firms are in operation, 
and their development is in many ways held back by the 
present labor law. What is the Russian Ministry of Labor 
planning to do this yeai, what basically new documents 
will it adopt, and what draft laws are being drawn up? 


[Kalashnikov] In the course of political and economic 
reforms, social processes proceed in an ambiguous way. 


We are therefore faced this year with the problem of 
drawing up new and revising existing fundamental leg- 
islative acts in the sphere of labor relations. They 
include: the Fundamentals of Labor Legislation, laws 
and edicts on the minimum subsistence level, settling 
collective labor disputes and conflicts, regulating wages 
and the insolvency (bankruptcy) of enterprises, indexing 
the minimal amount for wages, unemployment benefits, 
allotments and many others 


When drawing up labor legislation, we intend to orient 
the consolidated norms and rules primarily toward 
achieving higher labor productivity and strengthening 
the socio-economic positions of the labor collectives. 
This is to be ensured on the basis of improving the forms 
and methods of social partnership and wages and 
removing the artificial restrictions to labor stimulation. 
We are now seeking these methods of economic influ- 
ence on all the participants in the labor process. For 
example, the draft of the Law on Social Insurance 
specifies differentiating the rates of enterprises’ with- 
holding funds for the social insurance fund on the basis 
of work time lost because of illness, occupational illness, 
and other factors. This will, of course, rouse and stimu- 
late employers to improve labor conditions, and, on this 
basis, reduce the number of sick workers and the amount 
of work time lost because of their illness. 


Another point. The system of paying enterprise directors 
in many ways determines the amount and nature of the 
wages of the collective and hired workers. In connection 
with this, the ministry has conceived the idea of deter- 
mining the wage level of state enterprise directors, even 
if in accordance with the recommended procedure, by 
the appropriate normative acts, so that the size of their 
wages is tied in with the results of production activity. 
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In a word, in the process of improving the labor code, 
together with the statute on labor safety and social insur- 
ance, the main goal is to create, under the new conditions, 
reliable legal protection for every worker and at the same 
time to provide the prerequisites for the further growth of 
work efficiency in the national economy. 


[EIZh] In the developed countries, the average small 
business has a substantial influence on the development 
of the economy as a whole. Russia too is moving in this 
direction. Let us imagine, however, this situation: a new 
enterprise of 10-20 people, and one employee has fallen 
ill. For four months he cannot be even fired. Or another 
point: when the firing is at management's initiative, the 
employee must be notified two months in advance. 
Indeed, one must even ask for the trade union commit- 
tee’s agreement on this. The case, meanwhile, comes to a 
standstill. In the United States, for example, there is no 
sick list system at all. There they have a different, 
simpler procedure even for firing at management's ini- 
tiative. Why does our country still have such a conser- 
vative Labor Code? 


[Kalashnikov] Yes, it is true, in the United States, only 6 
states have legislation on insurance for temporary inca- 
pacity, and the other 44 do not have it. A number of 
other countries do not start paying benefits for tempo- 
rary incapacity from the first day of the illness: for 
example, Italy pays from the fourth day, and Finland— 
from the eighth day of incapacity. 


These problems, however, must not be considered sepa- 
rately from other trends in social security, wage level and 
other forms of social insurance. In the United States, 
where there is no social insurance by legislation, it is 
widely organized on voluntary principles, through com- 
mercial insurance companies and collective contracts. 


1 do not think that the time has yet come in our country 
when we could leave workers without compulsory state 
social insurance. Considering the income level of the 
basic mass of the population, this is fraught with many 
negative social consequences. 


With respect to the conservatism of the Labor Code as 
regards other social guarantees, it can be said that 
problems mainly arise here not with the scale, and not 
with the size of the social guarantecs, but with the 
procedure for their presentation. Obviously, with respect 
to individual social guarantees based on improving the 
tax legislation and the procedure for forming social 
funds, a redistribution of responsibility between the state 
and the workers should be carried out 


Therefore, the ministry now finds itself seeking improve- 
ment in labor legislation in all directions. This includes 
drawing up statutes on state support of small-scale 
entrepreneurship as well. We will be grateful for all 
suggestions on this subject. 


[EIZh] Viktor Vasilyevich, one of the problems which 
constantly “‘scares’’ us 1s unemployment. It would 
appear that the state’s influence over this should be an 
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active one. It can’t pay money to the unemployed just 
like that. Who will go work in the rural areas, if the 
unemployment benefits are higher than the average wage 
in agricultural production? Wii’ officially declared 
unemployment, our country is full of vacant positions. 
What can you say about this? 


[Kalashnikov] According to the situation in December of 
last year, the number of persons without work and 
actively seeking it was 3.8 million people, or 5 percent of 
the economically active population. At the same time, 
approximately the same number of the population were 
working under conditions not constituting full employ- 
ment. Approximately 800,000 people, however, are reg- 
istered with the employment authorities, and have the 
official status of unemployed. The rest are in transit, 
which, according to existing legislation, does not require 
the payment of unemployment benefits. 


Social surveys show that, given all the existing shortcom- 
ings of the legislation in force on employment problems, 
it does not create a striving to be unemployed. Unem- 
ployment benefits are paid with a consistent reduction in 
amounts and a restriction on periods and conditions for 
payment. Polls show that two-thirds of the citizens feel: 
it is better to have a guaranteed wage than to get large 
sums of money and not have the security of a job. 


The existence of free work places, constituting 654,000 
at the end of the Ist quarter of last year, 703,000 at the 
end of the 2d, and 696,000 at the end of the 3d, is 
essentially unrelated to the rise in unemployment, and 
mainly depends on the lack of correspondence, by type 
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and skill level, of the unemployed to the free work places. 
In this case, women and young people predominate 
among the unemployed. On the whole, the effect of the 
measures taken to ease the negative processes of unem- 
ployment is so far not great. Not much more than 2 
percent of the employment fund is spent for vocational 
a of the unemployed and the financing of public 
works, 


[EIZh] As things now stand, protecting and improving 
labor conditions is only in second, and sometimes in 
third place among businessmen. Many people in general 
feel that this is one of the courses for saving capital. This 
is a short-sighted policy, though. What is the Russian 
weer of Labor planning to do about this in the near 
uture? 


[Kalashnikov] A critical situation is forming in the 
country with respect to labor safety and conditions. Even 
under the conditions of a cutback in production vol- 
umes, there are 6.3 accidents per 1,000 people yearly in 
the Russian Federation. These official data, however, are 
obviously understated. 


Over 8,000 people die in production, and about 15,000 
people a year become disabled. Production injury with a 
fatal outcome is increasing. 


There are a considerable number of workers in the 
enterprises and organizations of the Russian Federation 
who continue to work while exposed to factors that are 
harmful and hazardous to their health. Over 18 percent 
of all workers are employed under conditions that do not 
meet the sanitary-hygienic norms. 





Table 1. Benefits and Compensation for Work Under Unfavorable Work Conditions at Enterprises and Organizations 


of the National Economy of the Russian Federation in 1992 




































































Indicators | All personnel (thous. pers.) || -—_Including women (thous. pers.) 
Scheduled number of workers for whom, for work under unfavorable labor conditions, there have been established: 
—additional! leave, established by existing legislation 7243.2 2036.1 
—shorter work day _ 897.8 aa 295.8 : 
—free therapeutic-preventive nutrition 7 6! 4 Oo 215.5 : 
—fremik ==” - 6289.4 a 2314.8 
—tnovensed basic wagp sane : 3567.8 os 
—additional payments for conditions and intensity of 2578.8 a 924.1 
work SS 
—the right to a state pension on preferential terms: - 
according to List No | 1202.9 266.8 — 
according to List No 2 _ a 24 58.0 _ | 696.2 a 
for years of service 237.1 24.0 canmauien 
designated by own enterprise —T_ 28.5 12 
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Table 2. Production Injury in Russian Federation 
| 1985 1990 | 1991 | 1992 | 1993 (predicted) 

Number of victims in production with loss of work ability for one work day and more, and with fatal outcome 

total 455,515 432,434 405,686 363,674 347,200 

per 1,000 workers 6.6 6.6 6.5 6.2 6.2 
including those with fatal outcome 

total 9,819 8,393 8,032 7,653 7,600 

per 1,000 workers 0.142 0.129 0.128 0.131 0.135 
Number of work-days of incapacity among production victims . 

total, 1,000 days 10,201.5 10,153.6 9,784.7 9,533.5 9,096.6 

days per victim 22.4 23.5 24.1 26.2 26.5 




















The harmful effect of work conditions that do not meet 
sanitary-hygienic requirements is marked not only in the 
1.7-fold rise in vocational illness in the last few years, but 
also in the heightened levels of general illnesses. 


By decision of the Russian Federation Government, 
right up to organizing the appropriate state bodies, the 
functions of labor safety management, specified by the 
Fundamentals of Legislation, have been entrusted to the 
Russian Ministry of Labor. In connection with this, the 
ministry is taking measures to create, in the shortest 
possible time, a system of state management, state super- 
vision and control over labor safety practices at the 
federal and territorial level, to organize work on 
improving the normative base for labor safety, to solve 
problems of personnel training and to work out and put 
into effect an economic mechanism to guarantee labor 
safety. 


For these purposes it is specified that a Federal Labor 
Safety Fund be formed and that the territorial organs of 
executive power be given help in creating territorial 
funds and labor safety funds for enterprises. An interde- 
partmental commission on labor safety problems, 
attached to the Russian Federation Government, should 
be set up. 


The ministry has now prepared drafts of statutes on a 
Federal Labor Safety Fund, on putting into practice an 
economic mechanism to ensure labor safety, on investi- 
gating and keeping records of production accidents, on 
supervising and controlling labor safety and on the status 
of the state inspector for labor safety, with the necessary 
drafts of government decrees and edicts of the Russian 
Federation president, which, after the appropriate final- 
izing, should be passed and put into effect. 


It is intended that the inspectors will be granted the right 
to shut down enterprises and individual production 
facilities in cases when their activity threatens the lives 
of workers and the population; to impose fines and 
administrative sanctions on employers and officials of 


the enterprise for violation of legislative and other 
normative acts on labor safety. 


Formation of an economic mechanism and labor safety 
funds pursues the goal, along with creating a mechanism 
for financial support of all state measures in the sphere of 
labor safety and interesting employers in creating the 
necessary work conditions, of achieving the indepen- 
dence of the offices of labor safety supervision and 
control from higher organizations and enterprises, which 
will contribute to the objectivity of their decisions. 


eee 


Essentially, the questions raised with V.V. Kalashnikov 
are open for discussion. For example, in developed coun- 
tries, the system of social protection is different for state 
servants and workers in private companies. Why, in our 
country, in Russia, is it identical? It would be highly 
desirable for the system to be differentiated in the new 
Fundamentals of Labor Legislation. 


Another question. Up to now, our labor law has been 
oriented toward identical protection for both the honest 
worker and the negligent one. After all, this is unfair. The 
legislation should primarily be aimed at protecting the 
interests of a citizen who does good work. 


This problem is inexhaustible. We will continue to cover it 
in future issues. We hope that the developers and legisla. 
tors will take a professional approach to solving the 
problems posed. 


[Box, p 1} 


¢ Differentiated rates for the social insurance fund 
await entrepreneurs. 

¢ The wages of directors of state enterprises should be 
tied into the end result of the activity. This is what the 
Ministry of Labor thinks. 

¢ The future Federal Labor Safety Fund will be able to 
shut down production for violation of labor safety 
practices. 
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Labor Ministry Study on Social, Labor Situation 


944E0512A Moscow OBSHCHAYA GAZETA 
in Russian No 7, 18 Feb 94 p 15 


[Article by OBSHCHAYA GAZETA social problems 
department: “The Runaway Decline Has Been Halted, 
But Somehow Life Has Not Become Easier”’] 


[Text] Did we become richer or poorer over the past, 
difficult and troubled, year of 1993? The usual answer to 
this question is: “We are getting impoverished...” If we 
are to believe official figures, however, our life is not all 
that hopeless. And we obtained these figures from the 
most reliable original source—the Russian Department of 
Labor, which kindly made available to us the results of a 
study “On the Situation in the Social and Labor Sphere.” 
So, here is how we lived and survived... 


First and foremost, the study authors note, despite the 
measures aimed at strengthening the social orientation 
of the reforms adopted in 1993, the people’s situation 
remains difficult. The level of social guarantees has 
dropped, and income indexation lags behind rises in 
consumer prices. Our poverty had an impact on the 
demographic situation. Natural population loss (number 
of deaths exceeding the number of births) was registered 
in 68 regions in Russia. Life expectancy measured 65.8 
years as compared to 69.3 years in 1986. 


Meanwhile, however, the population’s monetary 
income, taking into consideration those engaged in 
entrepreneurial activities, increased | |-fold as compared 
to 1992. Taking into account the consumer price index, 
income increased by 9 percent. 


Society is being rapidly stratified into rich and poor. The 
income of the 10 highest percent of the population 
exceeds the income of the poorest by a factor of | 1 (as 
compared to a factor of eight in the end of 1992). And 
this is only according to official data. 


In 1993, 77 percent of the population had an income of 
less than twice the size of the subsistence minimum, 
including 30 percent who had an income below the 
subsistence minimum. The poorest (income not 
exceeding the cost of the minimum food basket)}—are 
families with many children, incomplete families, and 
those with several dependents. Despite numerous index- 
ations, single pensioners and the disabled also ended up 
in this group. At the same time, a group of “new poor” 
emerged in Russia in 1993. This is what official statistics 
call work-eligible citizens whose income has fallen below 
the subsistence minimum. This includes first and fore- 
most the unemployed (of which there are already more 
than | million), workers at unprofitable enterprises sent 
on indefinite leave (more than 4 million officially), and 
young people. More than 10 percent of high school 
graduates could not find jobs in 1993, as well as more 
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than 70 pe cent of graduates of elementary vocational 
schools (!), more than 60 percent of graduates of inter- 
mediate vocational schools, and almost 50 percent of 
college graduates. 


The highest level of unemployment currently exists in 
the republics of Mari El, Dagestan, Chuvashia, Adygey, 
Mordvinia, and Pskov, Yaroslavl, and Ivanovo Oblasts, 
where there are very few job vacancies. There are 
between 11 and 33 contenders for each job here. 


Meanwhile, far from all who have been laid off at 
enterprises or have left because of not being paid have 
registered at the labor exchange. The number of those 
engaged in the nonstate sector of the economy has grown 
sharply and now comprises 40 percent of the total 
employed. The number of jobs at state enterprises, on 
the other hands, continues to shrink. 


The average wage in 1993 increased 9.9-fold as com- 
pared to 1992, which more or less corresponds to the rise 
in consumer prices. However, by December 1993 as 
compared to December 1992 it had increased only 
eightfold, while prices had increased almost 10-fold. 


There are wages and wages, however. It appears that 
everybody grasped this axiom in 1993. The past year 
produced the highest divergence in the size of wages in 
the state and nonstate sectors of the economy. The gap 
between high and low wages by the end of the year was 
measured by a factor of 27. At the same time, while high 
wages at private enterprises can at least be explained 
somehow (they are their own masters, and besides, no 
commercial structure maintains a huge staff), the gap of 
a factor of 12-15 (!) between the salaries of top managers 
and regular workers at state enterprises (without any 
regard to whether they are flourishing or in distress) 1s 
harder to explain. It appears that zealous directors direct 
all their economic acumen to figuring out how to better 
line their own pockets. 


Meanwhile, wages are losing their main functions: to 
provide for normal reproduction of labor force and 
provide incentives for effective labor. Increases in them 
have lost any connection with the final results of labor 
and depend only on price rises. 


From these statistical data the Ministry of Labor draws 
generally encouraging conclusions. The runaway decline 
in the standard of living of the population, which began 
in 1992, was halted in 1993. Economic reform is pro- 
ceeding in an environment of relatively low unemploy- 
ment. At the same time, however, the number of poor 
not only has not decreased but actually increased, and 
the number of unemployed (both registered and 
“*hidden’’) has grown considerably. What to do about it is 
now being discussed in thick reports by specialists of the 
munistry of Labor and the Ministry of Social Protection. 
All we can do is wait, or join those 40 percent who have 
chosen the nonstate sector as their sphere of interests. 
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Labor Ministry’s Draft Documents on Raising 
Minimum Wage 


944E0502A Moscow TRUD in Russian 22 Feb 94 
Night Edition p 1 


{Article by Vitaliy Golovachev, TRUD political 
observer: “Exclusive in TRUD: New Minimum—20,500 
Rubles? But in March It Will Be Possible to Sustain 
Oneself With This Money No More Than One Week’’] 


[Text] The Ministry of Labor [Mintrud] of the Russian 
Federation has prepared draft documents for raising the 
minimum wage, and also the rate for the first grade of 
the unified tariff schedule, from | March. 


It is proposed to increase the minimum wage from 
14,620 rubles to 20,500 rubles. And Mintrud considers it 
expedient to establish the rate for the first grade at a level 
of 21,000. 


The main question is: Will the new minimum wage, if it 
is adopted in this form, improve the position of those 
who are inadequately provided for? In order to answer, 
let us recall that, according to data of the Russia’s 
Goskomstat [State Committee for Statistics], the subsis- 
tence minimum, which is calculated according to what 
just barely makes ends meet, was 58,000 for the able 
bodied Russian in January. In March, according to my 
calculations, this minimum, in line with the rise in 
prices, will increase to 78,000 rubles. Thus the new 
minimum wage will be about a quarter of the subsistence 
minimum. Moreover, if one takes not the whole subsis- 
tence minimum, but only the most meager collection of 
food products necessary for survival (39,400 in January, 
53,000 in March), then the new minimum wage in 
March will be enough for a very meager diet for only 12 
days. The question ts: How to live through the remaining 
18 days? 


Incidentally, this is not the first year in Russia that the 
minimum wage has been completely separated from 
reality. This is nothing new. What is surprising is that the 
gap between the minimum wage and the subsistence 
minimum, despite widely circulated statements of Mint- 
rud, is not being reduced but increased. From 1 December 
of last year, when, by an edict of the president of the 
Russian Federation [RF], the minimum remuneration for 
labor was increased to 14,620 rubles, prices rose—in 
December by 13 percent and in January by 21.3 percent; 
and in February, according to preliminary estimates, they 
will rise by 16 to 18 percent. THUS FOR THE THREE 
MONTHS PRICES WILL GO UP 1.59 TO 1.62 
TIMES, BUT MINTRUD IS PROPOSING TO 
INCREASE THE MINIMUM WAGE BY ONLY 1.4 
TIMES—that is, to still further separate it from real 
requirements. 


| remind you: The amount of the minimum wage ts the 
determinant of the level of most socially guaranteed 
payments—benefits, stipends, etc. Is further lowering of 
the standard of living admissible, when tocay 52.6 
million Russians (according to January data) had an 
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average per capita income below the subsistence min- 
imum, and for 26.3 million citizens (or one out of every 
five!) this income was less than the value of the collection 
of food products necessary for survival. In other words, 
26 MILLION RUSSIANS ARE LIVING HALF 
STARVED. Does Minister of Labor Gennadiy Melikyan 
understand what the threat to the country is of further 
“pressure” on people who have already been pushed to 
the limit? 


It is true that, with respect to the budget sphere, Mintrud 
is nevertheless proposing to establish supplementary 
increases to the rates for the first, second, third and 
fourth grades in order to at least to some degree raise the 
miserly wage. But even with the supplementary 
increases, the new March wage for these workers will fall 
substantially short of the “products minimum.” 


This miserly “handout” will be extended to many “budget 
workers” —secretaries, typists, cashiers, draftsmen, book- 
keepers, file clerks, clerks, workers in photo labs, records 
managers, workers in copying and duplicating offices, 
nurses aids, hospital attendants, and other workers whose 
positions and categories fall into grades 2 through 4. 
Mintrud has set for them payments (together with sup- 
plementary increases) of less than 45,000 rubles a month. 


Will it be possible to survive more or less decently on a 
wage of 35,000 to 45,000? In a number of regions, 
evidently, these amounts will permit people to keep 
themselves “afloat,” for example, in the Ulyanovsk, 
Belgorod, Tula, Orlovo, Smolensk, Voronezh, and Penza 
oblasts, where the subsistence minimum, if one believes 
Russia's Goskomstat, did not exceed 30,000 rubles in 
January. But in most territories, the humiliating 
amounts that are conventionally called ““a wage” are only 
heating up the social atmosphere in society. 


In my opinion, the practice of approving a single min- 
imum wage and rate for the first grade for the entire 
country is in principle mistaken. This can only be an 
accounting indicator. Each region should have its own 
minimum wage, linked in specified proportions to the 
local subsistence minimum, gradually approaching it so 
that in one and a half to two years they will be equal. 


Simultaneously with the proposals for the minimum wage, 
Mintrud has finally prepared and sent to the White House 
a draft law on the subsistence minimum in the Russian 
Federation. It is stipulated in the draft that the government 
should determine the relationships between the amount of 
the minimum wage and of workers’ pensions, and the size 
of the subsistence minimum of the corresponding social- 
demographic groups of the population. 


Let us assume that in 1994 the minimum wage will be 50 
to 60 percent of the subsistence minimum, in 1995—80 
percent, and that in 1996 the minimum wage will equal the 
subsistence minimum. These figures are not in the draft; 
the relationships must still be determined if the law is 
adopted. 
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The emphasis in the draft is also on extending to those 
who are inadequately provided for specifically targeted 
social assistance in kind or in value form (through the 
resources of the subjects of the Federation). 


But what seems absolutely unacceptable is the item in 
the draft stipulating that Mintrud of the RF will approve 
the size of the subsistence minimum. Not the govern- 
ment, not the State Duma, but precisely that department 
that has been the object of serious complaints in the area 
of social policy. This is a risky experiment. 


Free Trade Unions’ Attitude Toward ‘Russia’s 
Choice’ Examined 


944E0453A Moscow OBSHCHAYA GAZETA 
in Russian No 5, 4 Feb 94 p 8 


{Article by Oleg Zhirnov: “*Choice’ Chooses the Most 
Drastic’’] 


[Text] We have learned from sources close to Russia's 
Choice about intensive consultations between Yegor 
Gaydar, who has quit the government, and the leaders of 
the so-called free trade unions. The first summit took 
place last Friday; the second is scheduled for the end of 
this week. Yegor Timurovich is proposing to the trade 
union leaders cooperation with the “strict political struc- 
ture” that he is forming on the basis of Russia’s Choice. 
The structuring of the party-trade union bloc is to have 
been completed by March, before the elections to the 
local representative organs of power. 


The free trade unions (the Independent Miners’ Union, 
Federation of Air-Traffic Controller Unions, 
SOTSPROF [Association of Socialist Trade Unions}, 
and others) are considered democratic and oriented 
toward market reforms. One of their particular features 
is their relatively high strike activity, despite their rela- 
tively small nu.nbers. The miners and air-traffic control- 
lers are striking or declaring a state of pre-strike readi- 
ness almost continuously. 


The news that the chief ““Russia’s Choicer” was formal- 
izing an alliance with the most restless union organiza- 
tions has coincided with talk about a “general political 
strike,” which could erupt in the spring. The first to warn 
the head of the government of this was the newspaper 
IZVESTIYA. Then Mikhail Poltoranin mentioned a 
“general political strike.” The hard-line political state- 
ment of the Independent Miners Union in connection 
with Gaydar’s resignation was then noticed. 


All this could be interpreted as some Freudian slips 
indicating either the subconscious desires or the delib- 
erate pians of the democrats. Can they, who have hith- 
erto accused their ““Red-brown” opponents of the insti- 
gation of social conflicts, have now been engaging in this 
themselves? 


Opinions on this score vary. Aman Tuleyev, representing 
in the Federation Council the region where the Russian 
strike movement was conceived, believes this to be the 
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case: ““Russia’s Choice will now heat up the political 
situation in order to clear out its opponents in the 
government. ‘Choice’ and other democrats have direct 
contacts with the Independent Miners Union. Last 
December the miners were visited not only by Gaydar— 
Sobchak, Denisenko, and others spent days and nights 
with them. Several mines are already ‘laid up’ with us 
today—this is simply not being reported. Political 
demands—the resignation of the government—are airily 
being added to the economic demands.” 


“Senator” Tuleyev did not discern anything good in the 
intentions of the Russian democrats earlier either, ard 
for this reason it is hard to call him an “entirely 
trustworthy source.”” Dmitriy Semenov, cochairman of 
the SOTSPROF, for example, considers the prospect of a 
political strike unrealistic: “I do not believe in a general 
strike—the people are not yet ready for this. A strike on 
political grounds in support of the policy of the departed 
Gaydar is even less likely. Of the trade unions, only the 
miners and the Federation of Air-Traffic Controller 
Unions could agree to this. The SOTSPROF Coordi- 
nating Council could ‘assign to the strike’ certain 
branches of our union, but we would most likely not do 
so, lest we put our own people in jeopardy. No democrat 
has appealed to us with hints even of the desirability of 
a strike. Perhaps they have appealed to the miners or 
air-traffic controllers.” 


Some common denominator shows through 1n_ these 
largely opposite opinions, however. The radical section 
of Russia’s Choice is now, evidently, predisposed toward 
risky decisions. Both in September-October of last year 
and at preceding “pivotal moments,” the democrats 
were strong precisely by virtue of their radical approach 
and their egress from the system into a meta- 
system—beyond the framework of rules, beyond the 
“constitutional field.” And from their viewpoint a strike 
is beneficial—the president would then be forced to take 
emergency steps, in the course of which the “government 
of Red managers” and the intractable Duma would be 
sidelined politically, and the actions of the radical dem- 
ocrats themselves would increase. 


But the “Russia’s Choicers” are pragmatists, and while 
keeping in mind the strike potentialities of the indepen- 
dent unions, they are nonetheless assigning them a 
different role—not so much the organizer of upheavals 
as the medium of an increase in their electorate. Here 
their interests interface with those of the union upper 
stratum. 


According to confidential information in OBSHCHAYA 
GAZETA’s possession, the union leaders want for an 
alliance with “Choice” to obtain ministerial positions in a 
future government. This plan presupposes the early disso- 
lution of the Duma and new parliamentary elections. 


The moderate scenario of a “‘revanche of the democrats” 
not specifying the need for a general rebellion is, from 
the viewpoint of the union bosses, preferable. Not only 
in that it guarantees them ministerial office, but also in 
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that it promises their organizations an appreciable gain 
in political weight and respectability in a “linkage”’ with 
the future “Gaydar party.” 


Two Views on Trade Union Social Insurance Funds 


944E0495A Moscow RABOCHAYA TRIBUNA 
in Russian 12 Feb 94 p 2 


[Article by Viktor Ukolov: “Financial Dispute”’] 


[Text] The reorganization of the Social Insurance Fund in 
connection with the transfer of control over the fund to the 
state was hotly debated by representatives of trade unions 
and the government at the last meeting of the FNPR 
[Federation of Independent Trade Unions of Russia— 
FITUR] General Council. Oddly enough, both sides used 
the same argument: both insisted that their only aim was 
the protection of the interests of the laboring public, but 
for some reason they could not reach an agreement. 
Something else was also odd: the laboring public itself 
probably does not even know that such heated battles are 
being fought on its behalf and in its defense. 


RABOCHAYA TRIBUNA decided to rectify this incon- 
gruity. The editors are not only informing their readers of 
the plans for the Social Insurance Fund, but also wish to 
hear their thoughts on the matter. Let us discuss this 
vitally ‘mportant topic ourselves. 


One Person Will Hold the Reins—What Could Be 
Wrong with That?... (Opinion of Yuriy Shatyrenko, 
chairman of Social Insurance Fund) 


It is a fait accompli: the management of social insurance 
has been taken out of the hands of the trade unions and 
turned over to the government by presidential edict. 
Some people feel that this was done in retaliation for the 
position the FITUR took during the October events. | 
think it is only a coincidence, although it is possible to 
see a natural sequence here. All of this, however, is 
already history. 


Now we have to decide what state management will 
entail. Above all, it will entail some kind of hierarchical 
structure with a clearly defined, vertical chain of com- 
mand. The edict said that the government would manage 
social insurance in conjunction with the all-Russian 
associations of trade unions. This means that they will be 
represented in the collegial bodies included in this pre- 
cise state structure. 


Therefore, the fund is now managed by a single individ- 
ual—the chairman, who will have jurisdiction over all 
other administrators: the chairmen or managers of 
regional, sectorial, and other divisions and branches. 
The chairmen and managers on each level will have 
boards or coordinating councils, made up of representa- 
tives of various requisite state institutions (such as, for 
example, the tax service, labor agencies, financial insti- 
tutions, and employers) and also, of course, the trade 
unions. 
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Now we have to decide the degree of trade-union partic- 
ipation. There are now 90 of them in Russia, and all of 
them want to have a say in the management of social 
insurance. As the saying goes, the number of opinions is 
equal to the number of individuals. Just try to coordinate 
all of these views! 


The board will have fairly broad powers. It will discuss 
the draft budget, hear reports on the budget execution 
and, in general, discuss all of the most important aspects 
of the work of the Social Insurance Fund on the appro- 
priate levels. The board will not be able, however, to 
make any decisions independently, because all directives 
will be based on the orders and instructions of the 
chairman. If the board and the chairman should dis- 
agree, the administrator will have the usual five days to 
report the disagreement to a superior organization, and 
this organization’s decision will then be final. At the 
highest level, the federal one, if I, as the present 
chairman of the fund, disagree with its board, I will have 
five days to report this to the government, and then it 
will have the final say. There is no question that these 
incidents will be rare, because common sense will prevail 
in most cases. 


Unfortunately, it was impossible to reach an agreement 
on this point with the trade unions. They are insisting 
that the fund should be under group management and 
that all decisions should be made by the board. This is 
the most fundamental difference of opinion. 


The government was the “arbiter” in this case. Members 
of the government reviewed the matter and decided that 
a single manager would be preferable. 


After all, just think what would happen if the heads of 
the coal workers’ and petroleum workers’ unions—V. 
Budko and A. Sergeyev—were both on the board. They 
never agree on anything, and simply because they do not 
like each other. They do not even place much impor- 
tance on the public interest. Therefore, we should agree 
that today, because there is no unity in the labor move- 
ment, we need what might be described as the command- 
ing-officer method of decisionmaking. It is possible that 
a move to more democratic principles of management 
might be considered in the future, when things are 
calmer and when large associations of trade unions have 
been established. 


As far as the numerical representation of the trade 
unions on the board is concerned, it is possible that it 
should be increased, but exactly what good would this 
do? The whole purpose is to let all of the unions 
participate in the management of the fund, so that they 
can see where the money is being spent and how the 
interests of the laboring public or a particular branch or 
occupation are being protected. For this reason, let the 
trade unions take turns on the board. 


This would work on the federal level. On the sectorial 
level, however, things can be much simpler: if there is a 
sectorial division of, for instance, railroad workers, a 
representative of the railroad workers will always serve 
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on the board, without any kind of rotation. On the 
regional level, proportional representation will depend 
on the leading branches in the region. 


We have agreed not to get rid of anything that exists and 
works today. All of it will remain in place until a law on 
social insurance has been passed. The other possibilities 
of social insurance will be used in the sphere of public 
health. We are not excluding the possibility of supple- 
mental systems and are prepared to promote this with 
the offer of procedural assistance, money, buildings, etc. 
The present system of social insurance, based on the 
deduction of 5.4 percent of total wages, provides all 
employed individuals with only minimum guarantees: 
for the person who loses his salary because of disability, 
for the woman who loses her salary because of pregnancy 
or maternity... If trade unions wish to become more 
active and offer some kind of additional support, we will 
help them do this and we certainly will not interfere in 
their affairs. 


There was another point on which we disagreed with the 
trade unions. They insist on written confirmation that 
the money in the Social Insurance Fund 1s their property. 
I do not agree: this is state money. This is an ordinary 
tax, just like the income tax or value-added tax. If the 
state wished, it could liquidate our fund and combine it 
with, for instance, the pension fund. If it wished, it could 
raise or lower the rate of deduction. The fund is a purely 
financial organization which collected money according 
to a specific rate of deduction and is distributing the 
money for specific purposes. It should not do anything 
else with the money. 


But What About the Trade Unions—Will They Only 
Get a Seat at the Corner of the Table? (Opinion of 
Vyacheslav Goncharov, deputy chairman of FITUR) 


The future of the Social Insurance Fund is still arousing 
great anxiety in our trade-union organizations and labor 
collectives, and not because something is being taken 
away from us, as people in the government have implied. 
We are aware of all of the responsibility required for the 
performance of the only services that could have kept the 
system working flawlessly for many years. The trade 
unions will continue to be responsible for them by 
presidential edict. 


I want to say right away that we are willing to work with 
state agencies and share the responsibility with them in 
matters pertaining to the improvement of social insur- 
ance. Questions and objections arise, in my opinion, 
because the trade unions were not consulted before the 
management of the fund was turned over to the state. 


I want to stress that the FITUR is ready and willing for 
dialogue and for the planning and execution of joint 
actions with the government and employers on the basis 
of a social partnership. 


I do not want to overdramatize the situation, but reci- 
procity is clearly lacking in this process. We do have 
certain proposals which the new management of the fund 
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did not accept, and we intend to take them straight to the 
government and defend their validity. 


I will discuss them in greater detail. First of all, there is 
the whole structure of fund management. Regrettably, 
there is no group management in this structure. The new 
board will play a strictly advisory role, and the represen- 
tation of trade unions on the board will be confined to 
the bare minimum. What is the point of discussing the 
presence or absence of agreement among trade unions 
now that the FITUR unites almost 92 percent of all 
workers? Obviously, the representation of the FNPR 
should be commensurate with this, and the present 
number of seats for trade unions (7 of the 25) is clearly 
inadequate. 


We cannot arrive at a common denominator with the 
“statesmen” in the argument over the ownership of the 
money controlled by the fund. They tell us that it is 
theirs—the state’s, but we feel that this is the people’s 
money and that it should belong to the Social Insurance 
Fund. After all, we know that the budget on the federal 
level, and especially on the regional level, is bursting at 
the seams. If we do not defend our position, there could 
be all kinds of fights over these resources—representing 
5.4 percent of total wages. 


How can the money be used prudently? In addition to 
the funds used for the designated purpose, a small 
portion should be allocated for the maintenance of 
athletic training schools for children and young adults. 
Otherwise, we might forfeit the money, along with the 
healthy childhood of the little Russians for whose sake 
our people are willing to endure all of their difficulties. 


Medical services also require financial support—perhaps 
not all services, but prosthetics, post-traumatic care, and 
rare and complex treatments and operations certainly 
require some money from the Social Insurance Fund. 


Besides this, we are naturally concerned about the 
financing of technical and legal inspections instituted by 
trade unions and the salaries of our physicians: not so 
much because they are working under the union banner, 
but because we have a system—a system that works!— 
and it would be wrong to demolish it. After all, demolli- 
tion is not a necessary stage of the construction process. 


At this time of transition, the trade unions suggest a 
constructive compromise: the fund budget could be 
divided into two parts. The first could be used for 
payments for social guarantees, and it could be managed 
by directly related agencies of the executive branch of 
government and by economic structures. The influence 
of trade unions could be confined to a minimum in this 
sphere. The other part of the budget, however, could be 
used for public health (the 19.4 percent ailocated for the 
network of health resorts and | percent for the athletic 
schools for children and young adults), and this portion 
should be managed by trade unions on all levels and 
various Russian associations because we own the mate- 
rial base of this health network. 
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We can guarantee that the new board of the Social 
Insurance Fund can expect nothing but the gratitude of 
the public if it agrees to this compromise. 


After the Presses Started Rolling 


A few days ago the leaders of trade-union associations 
belonging to the FITUR and the so-called ‘‘parallel” 
associations gathered in the Palace of Labor in Moscow, 
as if in response to an alarm. There was good reason to 
sound the alarm: the new board of the Social Insurance 
Fund (now a state fund) forgot about President B.N. 
Yeltsin's instructions to work with the trade unions, 
ordered the liquidation of some central sectorial divisions, 
tried to seize their assets, and is even taking aim at the 
trade-union health and vacation resorts. 


These steps aroused understandable indignation, but will 
it produce any tangible results? 


In this context, we are reminded of the old Russian saying 
about the masters of insincere rhetoric: ‘Their tongues are 
coated with honey....” 


Chairman of Coal Miners’ Union on State of 
Trade Union Movement 

944E-0518A Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 7, 13-20 Feb 94 p All 


{Interview with Aleksandr Sergeyev, chairman of Rus- 
sia’s Independent Trade Union of Miners, by Tatyana 
Skorobogatko, MOSKOVSKIYE NOVOSTI columnist; 
date and place not given: “Aleksandr Sergeyev: Tatyana 
Skorobogatko, MOSKOVSKIYE NOVOSTI columnist, 
Talks With Aleksandr Sergeyev, chairman of Russia’s 
Independent Trade Union of Miners”} 


[Text] The “left” and “right” are forecasting that “pop- 
ular unrest” will sweep away Chernomyrdin’s cabinet. 
They are assigning the detonator role for the social 
explosion to miners who have been combat-ready for a 
long time. In September, the Independent Trade Union 
of Coai Industry Workers conducted a strike; in Novem- 
ber-December—the Independent Trade Union of 
Miners. The miners’ main demands are immutable. 
However, Aleksandr Sergeyev 1s convinced that a 
“nomenklatura-managerial trade union” of coal miners 
provokes inflation and that a “free trade union” of 
miners protects the course of the reforms. 


[MOSKOVSKIYE NOVOSTI]} Can one and the same 
demand be pro-market and anti-market depending on 
who proposes it? 


[Sergeyev] The demands are different. The coal miners’ 
trade union ts insisting that the debts owed to the miners 
be repaid at any cost. One demand is preferential exten- 
sion of credit to enterprises using coal. Supposedly, they 
will then pay off the mines. This means throwing tens of 
trillions more of “empty” rubles into the economy. 


[MOSKOVSKIYE NOVOSTI] Do you think that it ts 
better not to pay debts, generally speaking? 
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{Sergeyev] No, the state should pay the subsidies pledged 
in the 1993 budget. However, it is not obligatory that 
money should be printed for this purpose. The mines are 
now paying taxes into the budget and then receiving 
subsidies. Let the mines be “excused” from taxes and 
deductions for the employment and pension funds in the 
amount which they have not been paid in the form of 
subsidies. 


However, subsidies are approximately a third of what 
the miners are “short;” the remainder are the debts of 
the user. It is necessary to seek a declaration of bank- 
ruptcy through the courts for enterprises that cannot pay 
for the coal. In June of last year prior to the introduction 
of unregulated prices for coal, these prices were 30 
percent of world ones. Metallurgy moved to the world 
price of metal using cheap coal. That means that they set 
the production cost of its products too high and that they 
raised wages for themselves at the expense of our coal’s 
cheap price. 


[MOSKOVSKIYE NOVOSTI] Are you not afraid that 
workers in other branches will accuse you of trying to 
worsen their condition with your demands? 


[Sergeyev] We have conflicts with all trade unions. They 
say that we are “pro-government” and are being sup- 
ported by state money. Only one thing cannot be under- 
stood: Why are we living in such “luxury”—a headquar- 
ters consisting of one room? 


{MOSKOVSKIYE NOVOSTI comment] The leaders of 
the “miners” constantly emphasize that its trade union 
rival, which 1s “genetically linked with the VTsSPS 
[All-Union Cential Counc of Trade Unions],” is not a 
genuine one since representatives of the administration 
are included in it. They are convinced that a “managerial 
trade union” 1s not capable of truly defending worker 
interests. In turn, the “coal miners” accuse the NPG 
[Independent Trade Union of Miners] of splitting the 
worker movement. They assume that the disintegration 
of a single miners’ trade union is a matter in the hands of 
the government, which 1s skillfully taking advantage of 
the trade union leaders’ excessive amb tions. 


The “coal miners” have approximately a million mem- 
bers—practically all are workers in the branch. “Miners” 
represent only part of the underground workers— 
approximately 80,000 people. True, they have political 
capital earned during the initial period of the struggle for 
democracy. However, this capital is completely counter- 
balanced today by the authority of the “defenders of 
worker interests,’ who acquired the “old” trade union 
during the transition to a market. Miners are living in an 
atmosphere of fear bordering on panic. There are 
chronic pay delays, prospects of massive unemployment, 
a lack of solutions for social and living problems. In this 
situation, the main mass of the miners will most likely 
come out in favor of a trade union which is able to 
achieve the largest concessions from the government. 


[(MOSKOVSKIYE NOVOSTI] When the leaders of the 
“traditional” trade unions said that the government ts 
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acting without considering worker interests, you branded 
them “enemies of the reforms.” Why have you always 
defended the government so vehemently? 


[Sergeyev] We have not defended the government but 
the policy of reform. The “managerial” trade union was 
demanding money to preserve the old order; we—to 
bring the coal industry into the market carefully and not 
“throw it into it.” 


What do we have? First of all, they adopted an edict 
about issuing joint stock for the branch’s enterprises 
although it is clear that the shares of stock are blank 
paper: They will close the mines. It was necessary to 
begin with a program for structurally reorganizing the 
branch and providing measures for miners let go. 


[MOSKOVSKIYE NOVOSTI] Why did the reform gov- 
ernment not listen to your completely reformist 
demands? 


[Sergeyev] There never was any reform government. It 
was a coalition where lobbying interests fought. Each 
fall, miners, oil workers and then others “stood up.” All 
were demanding money and it was given to everyone. 
During the two years, the government did not develop a 
strategy or tactics for reorganizing the economy. The 
directorate and the Moscow bureaucrats adapted and 
built a market for themselves. 


I do not know whether an auditing firm capable of 


inspecting Rosugol and other large corporations will be 
found in Russia. When World Bank experts were 
studying Rosugol’s activity, it refused to give them part 
of the information, citing commercial secrets. Almost all 
coal associations are bankrupt but Rosugo! is a highly 
profitable company. It not only distributes state subsi- 
dies between associations but also provides them paid 
services for equipment purchases, marketing. etc. The 
bureaucrats in Moscow are living better than the miners 
The directors of the associations do not protest. Certain 
units are trying to break away from the guardianship of 
the corporation. However, they often ask to return 
because it begins to choke them deliberateiy—wiih high 


taxes and through the distribution of subsidies 


[MOSKOVSKIYE NOVOSTI comment] One cannot say 
that the authorities have ignored the Independent Trade 
Umion of Miners. Its leaders have been well received in 
many high offices and have rubbed shoulders with State 
Secretary Burbulis and many vice premiers without 
ceremony. However, the fate of the proposals proposed 
by them differed little from the fate of the demands by 
the “VTsSPS successors: The majority of the govern- 
ment’s promises have remained on paper. The protocol, 
which Yegor Gaydar himself signed in December under 
the threat of a Russia-wide miners’ strike, 1s not being 
implemented. 


[MOSKOVSKIYE NOVOST]I] Perhaps, the government 
completely fulfilled a miners’ demand only once: It 
raised their wages threefold in January 1992. 
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[Sergeyev] That decision was provoked by the miners’ 
trade union and the branch ministry. It was they who 
achieved an increase in wages for all branch workers, 
including nurses in the departments’ kindergartens. A 
surge in inflation occurred—they shifted the blame to 
the miners. I do not want the miners to be the “extreme” 
ones again and that is why I am criticizing the “coal 
miners” for issuing money. One only had to raise the pay 
of the underground group of workers in 1992. Gaydar 
later explained to me why they increased it for everyone: 
“We thought that ‘they’ were you,” that is, they thought 
that this trade union is also a workers’ movement and 
that its leaders are capable of organizing strikes. | think 
that the government demonstrated incompetency at that 
time—although some say that Yeltsin paid off the 
miners this way or that he was thanking them for 
bringing him to power. 


[MOSKOVSKIYE NOVOSTI] Do you intend to engage 
actively in politics as before or is this not a trade union 
matter? 


[Sergeyev] It is a trade union one—until the NPG 
program adopted at the founding congress is changed. It 
is written in it that the trade union of hired workers must 
engage in politics during the transitional period. Since 
last spring, we have eased our political activity because 
the lads in the local areas have shouted: Enough politics; 
busy yourselves with the economy! Here ts the result: 
They have quite ceased to consider us. Of course, not all 
of us have acied correctly. The demands to remove 
someone from the government or to keep some figure or 
other in it were wrong. However, if the government 
sharply changes course, we should intervene 


[MOSKOVSKIYE NOVOSTI] By participating in poli- 
tics, the miners have often become a toy in somebody 
else's hands. Is this not annoying’ 


[Sergeyev] It 1s annoying, it 1s not annoying... All ts 
natural: As long as the worker movement 1s uncoord)- 
nated, politicians easily use the ambitions of local 


leaders for their own purposes. | think that we have now 


overcome the sickness of growth. It 1s more complicated 


to tov with us 


[MOSKOVSKIYE NOVOSTI] Do you consider the sit- 
uation to be an extremely explosive one’ 


[Sergeyev] A spontaneous “creeping” strike is taking 
place: one mine stops, then another. The transfer of state 
subsidies to some mines has been stopped although 
nothing officially has been declared about their closing 
The people are scattering. The government is hoping that 
if it “forces out” people in small doses, there will be no 
massive explosion. 


[{MOSKOVSKIYE NOVOSTI] Therefore, has the time 
for a Russia-wide miners’ strike passed? Who will risk 
going on strike if there is massive unemployment? 


[Sergeyev] Many are already afraid now. Moreover, the 
regional differences in the miners’ situation are too great. 
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They will intensify with the market's development. That 
is why I think that the time for Russia-wide strikes, if it 
has not passed, is coming to an end. 


{MOSKOVSKIYE NOVOSTI comment] The leaders of 
the miners have always called the ability to organize a 
strike one of the criteria for the trade union’s “truth”— 
however, not a “managerial” strike with the agreement 
of the enterprise director. In Sergeyev’s opinion, the 
miners’ trade union is acting this way. The NPG has 
become accustomed to taking pride in the fact that it can 
“organize” the miners of an entire region and then halt a 
,irike in an organized manner. This is more difficult 
than starting one. They also can wreck a strike by the 
competing trade union. 


[{MOSKOVSKIYE NOVOSTI]] Are you still capable of 
influencing the course of strikes? They began spontane- 
ously in January and could not be stopped in an orga- 
nized manner 


[Sergeyev] We really were forced in November to follow 
events. Workers and their wives came to the miners’ 
leaders in Vorkuta: “We have not been paid for two 
months—there 1s nothing to feed our children with. 
Either do something or we will destroy the administra- 
tion.” They went on a hunger-strike and called me. We 
immediately called a council of representatives. They 
decided to give the government a month. Incidentally, 11 
was very easy at the time to “organize” the Kuzbass also. 
| immediately ran for deputy to the State Duma from the 
Prokopyevskty Territorial Okrug. Speaking on televi- 
sion, | could have called for a strike. I did not do this 
However, | spoke with Gaydar by telephone in advance 
and demanded that he sign the protocol 


IMOSKOVSKIYE NOVOSTI] In September, you crit 
‘ trade union for the “imopportuneness” of 
the strike, saying that it was playing into the opposition’s 
hands. However, they themselves went on strike on the 
if the elections. One democratic newspaper even 
sxccused vou of engaging in blackmail of the government 
implementing a social directive of the anti-reform forces 


cizved “that 


[Sergevev] Every day, a mine now stops. This means that 
we correctly warned the government about the danger 
Why does no one want to admit guilt but looks for 
scapegoats ’ 


Does this mean that we already do not need the demo- 
crats who were brought to power? Incidenially, Russia's 
Choice waged a propaganda campaign against me during 
the election campaign. Everyone played the “muners’ 
card.’ However, who was thinking about our interests? 
We were compelled to make the government think about 
the miners’ fate by force. 


{MOSKOVSKIYE NOVOSTI] And if it refuses to imple- 
ment the December protocol? 
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[Sergeyev] We will begin to unleash collective actions. 
We will possibly even make up a train from Vorkuta and 
will drive here. We will picket even the Kremlin. There 
are enough forces. 


MOSKOVSKIYE NOVOSTI Dossier 


Aleksandr Sergeyev was born on 5 August 1960 in a 
suburb of Mezhdurechensk (Kemerovo Oblast). He com- 
pleted the metallurgical institute in Novokuznetsk in the 
mining engineer-electrician specialty. After serving in 
the army, he worked in the Mezhdurechensk mines as a 
mine foreman, mechanic and electric metal worker. In 
July 1989 during the miners’ strikes, he was elected to 
the city and oblast worker committees and to the oblast 
strike committee. Since then, he has been a professional 
figure in the worker movement. At the All-Union Con- 
gress of Miners in November 1990, he was elected 
deputy chairman of the executive bureau of the USSR 
Independent Trade Union of Miners which was being 
founded at the time. He has headed Russia’s Indepen- 
dent Trade Union of Miners since November 1991. 


He is married with an eight-year-old daughter and three- 
year-old son. He moved his family from Mezhdurech- 
ensk to Moscow several months ago although he has 
worked in the capital for three years. He rents an 
apartment. Previously he took a great interest in volley 
ball and playing the guitar. During the last five years he 
has had no hobby—*“only work.” 


Lefortovo Prison Transferred to MVD 


944F-0298B Moscow MOSCOW NEWS in Enelish 
No 2, 17 Jan 94 p 2 


[Article by Alexander Zhilin, MOSCOW NEWS military 
analyst: “Lefortovo Prison Comes Under Ministry of 
Intenor’. first paragraph MOSCOW NEWS comment] 


[Text] By the president's decree on the abolition of the 
Security Ministry, the prison cells and the investigation 
department of Lefortovo are being placed in charge of the 
Ministry of the Interior (MVD). The investigators, 
inciuding those hoiding an inquiry into the October events 
of 1993 in Moscow, were advised to turn over their duties 
in ten days. 


It is well known the main oppositionists from the White 
House are not the only prisoners in Lefortovo. Also 
conducted in this prison are serious investigations of 
smuggling, corruption and narcobusiness. These are hun- 
dreds of bulky cases, numerous material evidence and 
valuables, and stacks of classified material. According to 
investigators, only the regular checking of classified and 
non-classified documents usually takes 30-35 days. If the 
transfer of Lefortovo to MVD 1s speeded up, it 1s quite 
possible that many case files may be lost in this chaos. 


The Lefortovo employees do not conceal their concern 
and embarrassment. Their fate is not yet clear. The 
investigation of all cases has been suspended. The per- 
sons under investigation as well as officers are waiting 
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for a decision of their destiny. It is still not clear to whom 
the material values confiscated from those arrested will 
be handed over to. The Main Military Procurator’s 
Office seems to have voiced its readiness to assume 
responsibility for a part of the cases, but the question 
was: Who will investigate them. It has enough problems 
of its own. All the members of the investigation team 
inquiring into the October events have been dismissed. 
Their vague future and the absence of distinct explana- 
tions make the investigators assume that the abolition of 
the Security Ministry is a convenient pretext for making 
corrections to the “October case.” An MN [MOSCOW 
NEWS] correspondent was told at Lefortovo that from 
the first day the president’s entourage was dissatisfied 
with the investigation team. It was made clear what kind 
of results were expected from it. Investigators were 
compelled to hold a meeting and den.and that they be 
protected against the pressure of the interesteu sides. 


Nevertheless, from early November the investigation 
team was kept in a state of temporary “time trouble”: at 
the meetings in the General Procurator’s Office its 
members are hastened, then the president set the task of 
taking the matters to court before the New Year. Inves- 
tigators believe that this is a direct interference in 
judicial procedures and fear that in the process of the 
transfer of the cases the materials they had obtained may 
be sifted through the “political sieve.” 


Of late it became known that several investigators of the 
General Procurator’s Office handed in a request to 
Alexei Kazannik to rclease them from the cases on 
October events because of pressure they are subjected to 
from the officials of the president's staff. And from 
January | the Defense Ministry stepped financing mili- 
tary courts (tribunals) which were supposed to plead the 
cases of Rutskoi, Achalov, Barannikov, Dunayev and 
others. Added to this the rumors on the forthcoming 
dissolution of the General Procurator’s Office, we shall 
have a strange chain 


Seminar on Criminology Held 


Introduction to Criminology Association Seminar 


94456-0470A Moscow DELOVOY MIR in Russian 
No 14, 24-30 Jan 94 p 20 


[Article by Yurty Nekrasov, member of the Criminology 
Association, under the heading “Business under the 
Criminological X-Ray”: “Let He Who Speaks Be 
Heard” | 


[Text] Let us ask, as they say, a point-blank question 
Has the Criminology Association, which orginized the 
international seminar “For Honest Business” at the 
beginning of January, succeeded 1n its undertaking? Did 
they not waste the first work week of the year—scholars 
and practitioners in jurisprudence, staff of various pro- 
tection services, and finally, entrepreneurs, who, as one 
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may guess, have an extremely high stake in this—by 
gathering in the conference hall of the Russian Academy 
of Management? 


Of course, skeptics will also have something to comment 
on in the seminar. First, the thesis “two jurists—three 
opinions” has not been refuted by a long shot. Differ- 
ences of opinion sometimes produced a heat akin to rally 
frenzy. Second, is there a guarantee that in this debate, 
contrary to the experience of thousands of others like it, 
the truth indeed will be born? Finally, was it worthwhile 
to convene this gathering in order to once again state the 
obvious: business is being overrun by crime? 


As an objection to the hypothetical skeptic, I will prob- 
ably begin with the latter: stating the obvious. There are 
different ways to stai> things. One can stun the audience 
with murderous (frequently in the literal sense) statistics 
and “finish off” the listener with the eternal question: 
What are they doing about it—the procuracy, or the 
militia, or anyone else except the critic’s own agency. Or 
one may calmly present the same figures on the basis of 
a scientifically validated analysis. One can, on the basis 
of the same analysis, produce a clear forecast; or, finally, 
propose a package of well-considered measures. 


For the sake of fairness I want to say that this approach 
was the pres alent one. Thanks to a large extent to the fact 
that the presidium, headed by the association President 
Azaliya Dolgovaya, tactfully but firmly nipped attempts 
at rally style in the bud. 


Now the main point. Despite the divergence of opinions 
that is traditional for the legal profession, the seminar 
participants practically agreed on the definition of three, 
if one may put it this way, “predicaments” of modern 
business in our country. A useless legal base of reforms; 
obvious shortcomings in the practice of privatization, 
banking, and other strategic directions of economic 
renewal; and finally, a corrupt bureaucracy—this 1s what 
accompanies the current, to put it mildly, adverse situ- 
ation. A special topic was the hasty and unreasoned 
reform of the law enforcement system. Does this mean 
then that the seminar was a complete success? 


| would wait before answering this. | would want, despite 
being fully convinced that this seminar was necessary, 
despite all the respect for the work the organizers have put 
into it. One will be able to call it a success only when the 
alarms rung by criminologists are heard in the power 
structures, when people who do professional research in 
criminology are brought into norm-creating work (which, | 
should note, in civilized countries 1s altogether unthink- 
able without the expert opinion of criminologists) 


As to the discussion at the seminar per se, today we art 
publishing its principal sections. We are publishing it, of 
course, without smoothing out the sharp aspecis in the 
dialogue, without retouching the sometimes polarized 
viewpoints. Despite al) this, we hope that the reader will 
get an objective picture of not only the proceedings at the 








94 RUSSIA 


seminar, but also (and this is most important) an idea of 
the crime situation in the sphere of business. 


1990-1993 Crime Figures, Pessimistic Prognosis 
for Future 


944E0470B Moscow DELOVOY MIR in Russian 
No 14, 24-30 Jan 94 p 20 


[Unattributed report: “The Forecast Is For Foul 
Weather (From the Theses Prepared for the Criminology 
Association Seminar)”’] 


[Text] The past few years have been characterized by an 
unprecedented growth in crime, changes in its character- 
istics, and for all practical purposes the loss of state and 
public control over the crime situation. 


During 1990-1992 the absolute increase in the number of 
recorded crimes more than doubled annually: In 1990 it 
increased by 14 percent; in 1991—by 34 percent; and in 
1992—by 17 percent. This trend continued in 1993. Of 
special notice is the increase in aggravated crime (34 
percent). 


There has been a sharp increase in the number of crimes 
committed with firearms and in drug-related crimes. 


Crime has acquired new qualitative characteristics: It is 
now better armed, and its organized nature and criminal 
professionalism have increased. According to MVD 
[Ministry of Internal Affairs] operational data, 4,352 
organized criminal groups were identified in 1992 (5.5 
times more than in 1990), 15 percent of which had 
corrupt and 23 percent interregional connections. More 
than 800 organized crime groups were watched by units 
for combating contraband and corruption of the Russian 
Ministry of Security. More than 40 international smug- 
gling crime groups have been identified. More than 130 
“Russian” stores selling Russian antiques have been 
found abroad. 


Organized crime families operate in the sphere of privati- 
zation, conversion to joint-stock holding, financial and 
credit relations, and exchange activities. The drug business 
is actively developing in Russia. Officials—including those 
with responsibility for developing the state’s political and 
economic ties and implementing long-term programs of 
international cooperation—working in Russian organiza- 
tions abroad are being actively drawn into smuggling and 
other criminal activities. 


Criminological research shows that official crime data 
reflect less and less the real criminal situation in Russia. 
Even grave crimes endangering life and health are 
reported increasingly less to law enforcement bodies— 
both by victims and medical facilities. 


A decline in economic crime also is associated to a 
considerable degree with less information flowing to law 
enforcement organs. In the past they received a consid- 
erable amount of material from the system of people’s 
control, the construction bank, trade inspection, and 
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other control organs which now have either been liqui- 
dated or substantially reorganized. In addition, a consid- 
erable number of criminal actions in the economic 
sphere involves the private secior, which prefers not to 
let state organs meddle in it. As a result, there has been 
a steady decrease in recorded abuse of position, eco- 
nomic operations, and other crimes in the economic 
sphere: 150,972 in 1991, 141,271 in 1991, and 127,085 
in 1992. 


Increasingly «rimes remain unsolved. As compared to 
1989 the number increased by 37 percent in 1990, b, 74 
percent in 1991, and by 101 percent in 1992. This 
indicates that the law enforcement system is working at 
the limit of its capacity. Many crimes will never be 
solved. The growing remainder of unsolved crimes as of 
1 January 1993 amounted to more than 3 million. 


Over the period 1989-1992 the number of staff members 
of internal affairs organs charged with crimes increased 
by a factor of 2.2, including those charged with abuse of 
official position and crimes against the law system—by a 
factor of 3.7. There were 3.4 times more crimes 
unmasked involving bribe-taking. In 1992, 1,641 mem- 
bers of internal affairs organs were charged with com- 
mission of general crimes (murder, theft, robbery, and so 
on), which is almost twice as many as in 1989. 


Many criminals, even when identified, practically do not 
incur the penalty envisaged by law. With respect to 
identified thieves who have committed crimes through 
embezzlement, misappropriation of funds, or abuse of 
official position, charges have been brought against only 
about 30 percent; 5-6 percent were sentenced to prison 
terms, and with respect to the overwhelming majority of 
bribe-takers the sentence that is handed down is below 
the lowest minimum. Such impunity contributes to a 
blossoming of corruption. 


Many crimes and criminals end up out of bounds for law 
enforcement also because of the lower social-legal 
activism of the population, intimidation or bribery of 
victims and witnesses, unclear policy with respect to 
crime (for a long time a moratorium was advocated on 
combating economic crime during the period of transi- 
tion to the market), extremely poor organization of 
inspection (audit) control, and the fact that the legal base 
for combating crime lags behind the changes in crime 
itself. Numerous forms of corrupt behavior (acceptance 
of invitations to foreign trips, receiving preferential 
credit, etc.) are far from always covered by provisions of 
current legislation. Criminal liability for organizing and 
running an organized crime family still has not been put 
in effect; there is no proper legal treatment for profes- 
siona! crime carried out in the form of unlicensed 
enterprise, and a number of other socially dangerous 
forms of behavior—financial transgressions, brokerage 
machinations of exchange dealers, setting up false enter- 
prises, false bankruptcy, improper use of targeted 
credits, and other actions. 
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The real staie of affairs with respect to crime and other 
no less socially dangerous phenomena is in reality worse 
by several orders of magnitude than that recorded by 
crime statistics. With the loss of control over crime, the 
state itself practically becomes criminal. It permits fur- 


ther enrichment of the criminal world. ©« ding to 
calculations of tie Analytical Center o’ Kussian 
Academy of Sciences, 55 percent of 4 and 80 


percent of voting stock are shifting into ..¢ hands of 
criminal and foreign capital, in rare cases when charges 
of embezzlement of state and public property are prose- 
cuted, only two-thirds of material damage is reimbursed. 
A considerable number of state and municipal 


employees are corrupt. 


In the next few years we may expect a further increase in 
crime because of the increasing crin:inalization of juve- 
niles and members of social groups of the population 
that were considered safe until the end of 1980's— 
researchers, military servicemen, and so on. 


Financial Status of State Television Viewed 


944F0313A Moscow OBSHCHAYA GAZETA 
in Russian No 5, 4 Feb 94 p 13 


[Article by Irina Petrovs!aya: “Is the Last ‘Paragraph’ at 
Hand?") 


[Text] I was called Tuesday evening by Boris Berman, 
the artistic director of the creative association Com- 
mand-2. “Watch my program on 11! February,” he 
ss And he added sadly: “The last ‘Paragraph’ is 
at hand.” 


That day the chairman of the All-Russian Television and 
Radio Company, Oleg Poptsov, informed the collective 
of a reduction and possibly even full cessation of all 
original broadca*ting starting in March. Programs like 
Berman's “Par «.» 1," ca which budgetary resources 
are expended, wuii xo off the air. 


The reason is trivia!---the state does not have the money 
to maintain its own television. At a meeting with man- 
agers of state companies, S. Dubinin, acting minister of 
finance, officially announced a 50-percent reduction in 
their financing which, accordingly, will also lead to a 
reduction in the volume of programming by approxi- 
mately one half. 


I do not believe that the government does not have the 
money. Millions of dollars and billions of rubles [R] were 
found to restore the burned White House. It was :cady to 
find $500 million for the construction of a new parliamen- 
tary center. Until recently, various statesmen gave assur- 
ances that the money will also be found for teievision. 


At the end of December, Prime Minister V. Chernomyr- 
din, while presenting the new manager, A. Yakovlev, to 
the board of directors of Ostankino, recognized the 
exceptional ‘‘significance” of the electronic resources of 
mass information and declared firmly: “We will support 
state TV no matter how difficult it might be. We are not 
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really that poor.” At that time the prime minister 
reported on the government's decision to allocate 
resources from the budget to pay the debts of the 
television and radio company to the Ministry of Com- 
munications. 


It is February cutside, but Jast year’s debts have still not 
been paid. The communicators are threatening to strike. 
The companies are feverishly searching for a way out of 
the situation that has developed, having realized long 
ago: Saving the drowning is a matter for those who are 
drowning. 


There is no big panic in Ostankino—they are developing 
scenarios there of the kind of economic structure in 
which no one will come off the loser. Moreover, 
Ostankino expends budget resources basically to pay for 
the services of the Ministry of Communications— 
independent companies conduct a majority of the pro- 
grams with their own money. The concern of the first 
channel is only to invest it in its own air time. Very 
expensive advertising, which is through the roof on the 
first channel, makes it possible to pay for a few programs 
of Ostankino itself. Thus, no matter how much you curse 
the predominant influence of advertising on the screen, 
without it the number of programs would have been cut 
a long time ago-—there would have been nothing with 
which to make them. 


The situation of the second channel, the Russian 
channel, is far more difficult. Practically since its first 
days it has existed as a poor relative that is given crumbs 
from the grand table. The situation with equipment is 
bad, the accommodations are tight, there is less adver- 
tising, its cost is lower than Ostankino’s, and you can 
count the number of independent producers on one 
hand—the main part of production has to be produced 
by the company itself. Russian TV [RTV] is filled up to 
the ears with promises: In almost three years, five 
government decrees were adopted concerning RTV. Not 
one of them has been implemented. 


In the meantime, many RTV workers justly think that 
they deserve more attentive treatment for themselves on 
the part of the authorities: It was precisely Russian TV 
that in the most tense and most tragic moments of the 
life of the country demonstrated social and civic respon- 
sibility, placing the interests of the country and society 
above all else. 


This, however, was appraised in a way. | had occasion to 
attend a meeting of Deputy Prime Minister V. Shum- 
eyko with RTV immediately after the October events of 
last year. V. Shumeyko, on behalf of the government, 
thanked everyone for the selfless work on the night of 3-4 
October, calling it a great deed. Oleg Poptsov then 
expressed the fear. He said, you are now thanking us, you 
promise manna from heaven, but will it not happen that 
after a month or two we will be forgotten once again? 
And we will once again come face to face with many of 
our problems? Shumeyko promised firmly not to forget, 
and presented the collective of the company a gift from 
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the government—a mantle clock. “It would have been 
better if he had presented us a couple of extra micro- 
phones,” remarked Sveta Sorokina, who was sitting next 
to me. 


“Now this clock is ticking off the last minutes of the life 
of many programs that we will have to drop,” Anatoliy 
Lysenko, RTV's general director, joked bitterly, telling 
me about the impending cut in broadcasting. The RTV 
collective is agitated: After cutting broadcasting, a cut in 
personnel is inevitable. 


Given the total tragedy of the situation for those specific 
people whose programs will be canceled in the near 
future, it should be noted for the sake of objectivity: The 
programs of both channels required creative revision a 
long time ago. According to data of the Vs. Vilchek 
Service, the early morning and late night audiences 
cannot even be measured—there are practically none. It 
is also reasonable, in the opinion of many specialists, to 
have a daytime interval—ongoing daytime programs for 
business people also have a rating close to zero. Conse- 
quently, morning, day, and night segments can be cut 
without pain to the viewers when, really, there is not 
enough money. Of course, it would be nice if such a 
“revision’’ was conducted accurately and profession- 
ally—so that viewers’ favorite programs would not suffer 
qualitatively. 


Although, as is believed by the deputy chairman of the 
Federal TV and Radio Service cf Russia, Valentin 
Lazutkin, quantitative economy will lead to nothing, and 
will hit the communicators first and foremost: T! e entire 
system of signal transmission deviccs was created for 
specific volumes of broadcasting. It is unrealistic, in his 
opinion, to give the freed capacities to “private owners”: 
There are no strong nonstate broadcasters today who 
would be able to pay not only for the production of 
programs but also for their dissemination to cities and 
villages. In addition to all this, it is unprofitable to the 
state. What really unites the country? Television and 
radio. If the system of federal television and radio 
broadcasting breaks down—the country will also break 
down. This is what the people making decisions should 
realize, believes one of the main Russian television 
chiefs. 


Is there a way out of the developing situation or a dead 
end? Have we arrived there? In my opinion, and in the 
opinion of many specialists, there is a way out. It is time 
finally for the state to determine—does it need its own 
television at all? If it is necessary, it should calculate how 
much television it is able to handle—after all, the 
problem of survival that the two major national compa- 
nies have encountered is also facing oblast and regional 
companies. And they are all over Russia—90 of them! 
Without exception, all are on hunger rations, they are 
feeding only on promises, and they do not know what 
awaits them tomorrow. At the same time, it is always 
demanded of them to support and explain to people the 
policy of a government that wishes to order the music 
but stubbornly refuses to pay. 
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But ail the rest of television that cannot be afforded— 
give it away. Owners will be found. What they will 
entertain the viewer with is another question. But a 
lit-up screen, in any case, is better than a blank one. We 
lived ‘hrough this once—and there was nearly a com- 
plete “stop.” 


Lazutkin on Future of State Television 


944F0364A Moscow OBSHICHAYA GAZETA 
in Russian No 7, 18 Feb 94 p 13 


{Interview with Valentin Lazutkin, first deputy 
chairman of the Russian Federal Television and Radio 
Broadcasting Service, by Irina Petrovskaya, under the 
“Crisis” rubric: “We Have Been Ordered To Survive”) 


[Text] I met with Valentin Lazutkin, first deputy 
chairman of the Russian Federal Television and Radio 
Broadcasting Service [FSR], on the day when television 
screens went blank in 60 regions of the country. Commu- 
nications workers had carried out their threat and stopped 
transmission of television and radio broadcasts, 
demanding that state companies and the government pay 
their debt of 80 billion. The same day, Viktor Cherno- 
myrdin firmly promised to pay the debts by the end of the 
first quarter and pleaded with the communications 
industry to resume transmission. The threat to be left 
without the favorite “boob tube” has receded. For how 
long? How is state television to live and survive in this 
extremely hard economic situation? 


{Lazutkin] We have always thought that we had not yet 
hit the bottom. Today it is clear—this is the bottom. 
What can we count on? Only on radical political solu- 
tions. At this point the most unpopular and painful 
method was used—they took the money from some other 
sphere, where the house is not yet on fire, and gave it to 
television. Naturally, this is not going to solve the 
problem. 


Of course, we now need to do full accounting, go through 
the entire chain of calculations. Optimists believe that 
restructuring of the economic mechanism of the federal 
television system may produce savings measured by a 
two-digit factor. This is a lot—two zeros are erased, by 
the way. But expert modern economic analysis will take 
time. 


Not too many people know that the entire system of 
signal distribution rests on 8,500 retransmission sta- 
tions. Can we dispense with ground stations and shift to 
satellite transmissions? Yes, but not before the year 
2000. There is also a problem with satellites. Those that 
serve the Far East sometime by the spring will reach the 
end of their useful life and quietly die. In the past, there 
was a rule: One satellite is working; another is hanging 
nearby, just in case; and the third is on the ground, ready 
for launch. Alas, this situation no longer exists. Satellites 
are approaching the end of their utility, and there is no 
replacement for them on the ground This is about 
television, but thers also is radio. During COMECON 
times, radio stations were equipped with Hungarian 
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equipment. Now all ties have been disrupted. There are 
no spare parts. So radio stations will also begin to 
crumble soon. Television centers are junkyards. Old 
equipment that keeps breaking down. In short, an enor- 
mous complex of problems. Today we felt it especially 
acutely, because everything went out at once. I can tell 
you one thing: This year is a year of survival for state 
television. 


[Petrovskaya] But how can it survive when this and that 
is not available, and the state is unable to provide a 
d.qnified existence for television? By the way, Cherno- 
ni, din, too, when he spoke on television, suggested that 
state companies should start thinking what should be 
converted to joint-stock holding, and what should be 
privatized. There are rumors that Ostankino will soon be 
converted to joint-stock holding with the participation of 
large industrial and banking capital. 


{Lazutkin] It is impossible to build the country without a 
federal television and radio. This is the last thing that 
links together the cultural and information space of 
Russia. Therefore, it is necessary to preserve federal 
broadcasting—naturally, in an economical, sensible, 
aware mode. 


As to conversion to joint-stock holding—even if it 
applied to Ostankino—I have no social allergy to it. 
Nevertheless, today the only part that can be converted 
to joint-stock holding is the top of the television ice- 
berg—everything that is related to production of pro- 
grams. In this area, one can even earn a profit. But as 
soon as you calculate the cost of one hour of broad- 
casting, including communications services, you will 
realize that nobody in the nonstate sphere of the 
economy has this kind of money. Ostankino broadcasts 
19 hours a day; its budget for th is year is 1.267 trillion 
rubles. Of this, 88 percent goes to pay for communica- 
tions services. This amount can be compared only with 
the national budget. I personally doubt very much that 
stockholders will undertake the financing of the real 
economic structure of television. It is unprofitable to 
convert a money-losing enterprise to joint-stock holding. 
Or are there illusions that it can be made profitable? 


We can and need to put soine other, healthy economic 
foundation under television. | do not consider it a 
humiliation to search for a possible model together with 
specialists who have already come into their own in thi 
country. Banks, large concerns, financial-industrial 
groups. To make a joint effort to give the country real, 
fuil-fledged, healthy television is our common civic task. 
Real joint actions are possible—but, of course, with the 
participation of the government. Because, I repeat, I do 
not see this kind of untied money in the society that can 
be thrown into the television furnace. 


[Petrovskaya] But Gusinskiy and the Most Group did 
find and did throw the money into the “television 
furnace.” And, I think, they hit the jackpot. 


[Lazutkin] First, do not forget that this channel from the 
beginning was set up as commercial, free of any formal 
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obligations. A charter of any commercial organization— 
both in our country and in the West—says: This is an 
enterprise set up for the purpose of making a profit. 
Programming is a vehicle for advertising, a machine for 
extracting advertising money from the airwaves. There- 
fore, I do not at all preclude the possibility that economic 
analysis—which undoubtedly preceded the channel's 
creation—showed that it could be made into a profitable 
enterprise. Second, Channel 4 is incommensurately 
cheaper; you cannot compare it with Ostankino, because 
it has a much smaller coverage area. But the most 
png part still is that the channel is separated from 
e state. 


Both Ostankino and VGTRK [All-Russia State Televi- 
sion and Radio Company] should probably remain state 
television—it has developed historically this way. Gen- 
erally, however, I do not like the word “state.” | prefer 
the model of “public television.” 


[Petrovskaya] “Public” is social-legal television, which 
assumes, on the one hand, the existence of a law on 
television, and on the other—society’s ability to influ- 
ence television through taxes and subscriber fees. We do 
not have eithe1. 


{Lazutkin] But we should arrive at this point. Why not? 
Our current status is transitional. We have to survive, to 
keep the “furnace” warm. Do note that we are not 
touching upon the image of television—whether we 
make good or bad television. Naturally, all our ambi- 
tions, complaints, appeals to the government, and to the 
president on behalf of the audience are justified only if 
we make decent television. The revival should take place 
not only in the economic and technological sphere, but 
also the creative one as well. But it is not smart and 
unnecessary to develop both the VGTRK and Ostankino 
in the same mode as NTV [Independent Television]. 


[Petrovskaya] We lost the right to speak of Ostankino as 
public or state television quite a while ago, because it is 
to a much greater extent than NTV a machine for 
extracting advertising mc” / from the airwaves. 


[Lazutkin] If we judge by formal attributes, simply by the 
number of commercials on this channel, we have long 
been, of course, in the category of commercial stations. 
We do not collect the kind of money, however, that 
makes commercial companies profitable. For a variety 
of reasons. Some money settles in middlemen’s pockets. 
Westerners coming to visit us say that there are now 
quite a few traveling salesmen who sell our advertising 
time in the West. We lose tremendous amounts of money 
on it. And the advertising rates we charge are, of course, 
far below those of a commercial station. At Western 
stations, advertising costs tens of millions, and ours so 
far goes for thousands of dollars. Unquestionably, we 
need to change the very approach to advertising activi- 
ties, create large and strong advertising agencies around 
Ostankino. We are working on such plans at Ostankino 
now. 
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What else describes the transitional character of today’s 
Ostankino? All organization of production is obsolete. 
Huge staff. If one beautiful day everybody reports to 
work, Ostankino may even collapse. We cannot live this 
way, as the classic said. We need to switch to producer- 
based organization, as in the West. 


[Petrovskaya] If I understand it correctly, whether state 
television is to be or not to be, and what kind it will be, will 
be decided first and foremost by your federal service? 


[{Lazutkin} The point is that the FSR has not been set up 
yet, only announced as a legal entity. Creating it will take 
time. We have already written a sixth draft of the 
service’s statute and will still add to it, modify it, because 
the situation changes and we cannot foresee everything. 
Of course, we will propose some radical solutions, but 
the main point of our philosophy is that the state cannot 
lose television. There is an immense national broad- 
casting network; it has to be developed, and opportuni- 
ties created for new broadcasters to get on the air. 
Another side of the service’s activities is support of 
entrepreneurship in the area of television, and control 
over rational use of budget money—less ostentatious. 
But the service’s main task is to protect the interests of 
the audience. The statute we are developing now will not 
have a single hint at some powers related to the practice 
of interference in the companies’ programming activi- 
ties. But the service will have tie right to monitor the 
integrity of broadcasting, that the broadcaster's intents 
and obligations correspond to his practice. The state has 
an obligation to protect the moral health of the nation 
through its institutions. 


ee 


I left Valentin Lazutkin’s office without being any closer 
to an answer to the main question: How to save and 
preserve state television, which is on the brink of ruin? I 
agree that it is necessary to preserve state television—not 
because of its special mission, but simply because the 
more different kinds of television we have, the better; 
but I still never got an answer to the questions: 


—Why it is so necessary to “disengage” commercial 
television from the state? 


—Why is it not possible to predicate issuance of broad- 
casting licenses on certain requirements to the pro- 
grams (the same “moral integrity,’ concern for 
expanding the audience’s outlook, carrying out infor- 
mational, consolidating, social-educational func- 
tions)? 


—Finally why not study recommendations developed in 
this respect in European countries, where commercial 
television is certainly not just “an instrument for 
earning a profit”—the evidence of which, among other 
things, is ITN News broadcast on Channel “2x2’’? 
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Turmoil at PRAVDA Editorial Office Viewed 


944F0350A Moscow MOSKOVSKIYE NOVOSTI 
in Russian No 6, 6-13 Feb 94 p A8 


[Article by Dmitriy Pushkar under the “Mass Media” 
rubric: “The Sober ‘Pravda’ (‘Truth’) of Capitalism”] 


[Text] DETAILS: The half-life of PRAVDA has been 
established by an experimental method. It turns out to be 
89 years. 


At the end of last week, toward evening, journalists of 
PRAVDA urgently called together their colleagues for a 
desperate press conference, whose subject was the gen- 
eral meeting of the collective that had just taken place, 
where, in the absence of a quorum, the newspaper's 
editor in chief, Viktor Linnik, had been deposed. A 
schism in the collective was announced. 


As has been the case in all such instances, this division 
has a hidden economic aspect. In the words of the 
Pravdites, the knot was tied up by the former editor in 
chief, Gennadiy Seleznev, who, for next to no money and 
without consultation with the collective, sold the con- 
trolling share of stock (55 percent) to the Greek entre- 
preneur Gianis Giannikos. The authorized capital of the 
joint-stock company is laughable—1! million rubles [R]. 
And thus, on the cheap, for R550,000, the Greek 
obtained the greater half of PRAVDA and the right to 
the deciding vote in all questions. The rest belongs to the 
editorial staff, but its vote does not carry any force. 
Having given away the “right of primogeniture” to 
Giannikos, the Pravdites expected assistance in pub- 
lishing the newspaper. High salaries, vacations on Greek 
islands, and so forth, were promised. However, nothing 
fell from the “Greek apple tree” onto the heads of the 
journalists but a rotten apple core. From the entire 
editorial staff, only one person traveled to the Greek 
islands, today’s Duma boyar Gennadiy Seleznev. 


At the press conference, the Pravdites said that, being 
communists, they had crossed out the Communist Party 
at the December elections because third on its list was 
their former boss Gennadiy Seleznev. Although it was 
still the Greeks who vexed them more. They (the man- 
agement of the joint-stock company Pravda Interna- 
tional includes two very close relatives of the boss) did 
not pay for medical care or child care, and withheld 
payment on the pathetically small compensations for 
children; since October they have not paid publication 
fees, and, worst of all, have halted financing of publica- 
tion and distribution of the newspaper. For three weeks 
before the beginning of elections to the Duma, PRAVDA 
stopped coming out. The financing of correspondents’ 
offices and payment for the printing of the newspaper in 
the localities has been halted. Because of the economy, a 
multitude of telephone, teletype, and fax lines has been 
shut down. At the same time, the Greek side has engaged 
in assault and battery, has interfered in the publication 
of the newspaper (a journalist who wrote something 
negative about a personal acquaintance of the owner was 
promptly fired), and posted an order reprimanding the 
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editor in chief, who is neither subordinate nor account- 
able to the Greeks in any case, since he is an elected 
official. 


PRAVDA had its own small cafeteria, which cost slightly 
less; the Greeks eliminated it. Putting the staff on a 
hunger ration, the bosses returned to its pristine form the 
“chief editor’s dining room,” which had been closed 
during democratic times, and now they themselves take 
their meals there. 


After the transformation of the editorial office into a 
joint-stock company, the remaining 45 percent of the 
shares that were left to the collective were not distributed 
among the workers, so each one individually could 
hardly be considered a proprietor. The only thing that 
still belongs to the journalist collective are the founder's 
rights, including the patented trademark. The Greeks, 
naturally, also encroached upon the final thing 
remaining to the Pravdites, who had been cheaply sold 
by Gennadiy Seleznev. Not everyone agreed to give up 
this final thing. 


The owners compiled a blacklist of 13 journalists upon 
whose firing they insist. Among them, for instance, are 
last year’s Russian professional prize laureates Stanislav 
Pastukhov (he runs the Moscow publication of 
PRAVDA) and Yuriy Glukhov. Not a single point of the 
contract have they violated, but the businessmen do not 
like them. It is simpler to consider the objectionable ones 
as departments: the information department, the inter- 
national department, the photography department.... 
The bosses also want to curtail the activity of the 
journalistic organization of the editorial office. As a 
separate issue, they want to drive out Viktor Linnik. In 
exchange, they promise to resume financing, raise sala- 
ries, pay the fees they owe, and, possibly, to send the 
subjugated to vacation on the shores of the Aegean Sea. 


In violation of the joint-stock company’s charter, the fate 
of the collective was entrusted not to an assembly of 
journalists, but to a general assembly of workers. The 
workers, whose ranks include, besides journalists, 
drivers, proofreaders, translators, and secretaries from 
the Greeks’ office, in an open vote threw out the editor in 
chief, whom they themselves had elected to that post 
three months before. Aleksandr Ilin was elected acting 
editor-in-chief; he had already been named to that post 
by Minister Shumeyko after the October events. Eighty- 
seven (of a staff of 216 persons) spoke against confidence 
in Linnik and against confirmation of his commission 
(when he was elected as chief editor, he received 40 
votes). Ninety were for entrusting these duties to 
Aleksandr Ilin. These same workers, by a majority of 
votes, resolved to continue the cooperation with the 
Greek company. In the words of the new acting editor, 
the Greeks need the founder’s rights for greater surety: 
They bear the expenses and must be insured against a 
situation where their ouster suddenly seemed desirable. 


No professional claims were made either of Viktor 
Linnik or of the persons figuring on the blacklist, but at 
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the meeting, the Greeks snitched to the collective that 
they had paid the current editor in chief extra in foreign 
currency (about Gennadiy Seleznev they said nothing). 
Viktor Linnik, however, expecting such a turn of events, 
opened a safe and rendered an accounting to the last 
drachma: He had released the money for the publication 
of PRAVDA. At this newspaper, many people work 
literally for kopeks. PRAVDA journalists today have a 
salary of R25,000: That is how much satirist Valentin 
Prokhorov makes. And he would be happy to be getting 
even that much, but since January the Greeks have not 
paid salaries at all. One of PRAVDA’s most highly paid 
journalists, Aleksandr Ilin, named the acting chief 
editor, receives R 130,000. 


In the words of Stanislav Pastukhov, one of the senior 
employees at PRAVDA, it was not the best portion of the 
collective who supported the Greeks; it was basically 
people who had worked for a year or a year and a half, 
“those because of whom communists are referred to as 
Red-browns.”’ 


At the press conference, Viktor Linnik announced that 
he was not planning to leave the post of editor-in-chief 
and that he did not acknowledge the decision of the 
illegal assembly. However, he is not now in a position to 
dismiss the “mutineers,” because of the dual power that 
formed long ago at the newspape:, where the Greeks 
interfere in the operational management. It is also hard 
for him to imagine how he is going to manage to break 
off relations with the Greeks and with what money he 
will support the flickering life of PRAVDA. After all, 
even the R200 million received from subscribers is 
controlled by the Giannikos family. In January, | 5 issues 
were published instead of 22. Money for publication, 
reported Viktor Linnik, was given by the entrepreneur 
Konstantin Zatulin and the Communist Party of the 
Russian Federation. 


On the one hand, of course, the market is the market. 
However, the attempts of Pravdites to clarify the finan- 
cial condition of the joint-stock company, of which a 
part of the authorized capital still belongs to them, have 
come to nothing—the Greeks have not shown them a 


single paper. 


Government Housing Head On Increased Rent 
Charges 
944E0536A Moscow TRUD in Russian 26 Feb 94 p 3 


Interview with A. Matrosov, minister of the Govern- 
ment of Moscow and head of the Department for Engi- 
neering Support, by Albert Kozlov and Vladimir Nau- 
mov: “With an Accuracy of Up to One Square Meter; 
Commencing | March, Muscovites Await an Increase in 
Payments for Housing and Muncipal Services’’} 


[Text] The Minister of Government for Moscow and 
head of the department for Engineering Support, A. 
Matrosov, comments upon an increase in rental pay- 
ments in the capital. 











100 RUSSIA 


[Matrosov] This is not simply a compulsory measure—it 
is long overdue. The municipal-housing economy has 
operated at a loss since 1976. In 1993, the population 
paid only 0.24 percent of the expenditures for the 
maintenance and repair of housing and at the present 
time this proportion may decline to three percent. More 
budgetary appropriations are needed: in 1994, according 
to very modest estimates, 715 billion rubles will be 
required for the maintenance of available housing and 
for thermal energy—more than one trillion rubles. 
Roughly 2.3 trillion rubles will be needed for capital 
repair work. The city cannot endure such expenditures. 
Only an increase in payments by the population can save 
the housing fund from inevitable : ollapse. This is borne 
out in Decree No. 41 of the government of Moscow, 
dated | 1 January 1994. In accordance with this decree, a 
new system of payments for housing and municipal 
services will be introduced commencing | March. 


[Kozlov/Naumov] What will be the new rates for apart- 
ment rentals? 


[Matrosov] The maximum rate called for commencing | 
March—24 rubles for one square meter of overall apart- 
ment space, with all municipal conveniences in an apart- 


ment house having an elevator and rubbish chute and. 


not located in the outskirts of Moscow. 


[Kozlov/Naumov] And indeed have the prices for all 
municipal services increased sharply at the same time? 


[Matrosov] Yes, the charge for heating each square meter 
of apartment space will increase from three to 25 rubles. 
Hot water supply—from 53 to 455 rubles per person. 
And gas, for which we are today collecting from 17 to 27 
rubles, will be increased to 25-49 rubles. At the present 
time, each individual is paying an average of 44 rubles 
for water and sewerage service and in the future—from 
115 to 300 rubles. 


Thus, a family of three individuals occupying an apart- 
ment of 54 square meters of space and enjoying all 
conveniences will pay 5,055 rubles per month. 


[Kozlov/Naumov] This is a very painful price increase, 
especially for low income families. 


[Matrosov] I agree that this is a very serious step. Thus 
the decree calls for measures which will lessen the 
severity of this price shock for poor people. First of all, 
the plans call for a program of subsidies, with 11 billion 
rubles to be allocated for this purpose. The subsidies will 
be issued in a manner such that a family’s rental expen- 
ditures for 1994 will not exceed 10 percent of its overall 
family income. According to our estimates, commencing 
in March one out of every hundred families will receive 
a housing allowance. 


[Kozlov/Naumov] And how will these needy families be 
found? 


[Matrosov] It is expected that territorial services will be 
established for the handling of housing subsidies. Resi- 
dents will provide them with a statement, an extract 
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from their housing register and information on the 
income of family members. The subsidy amount, in 
accordance with which the apartment rent will be 
reduced, will be computed for them based upon these 
documents. 


[Kozlov/Naumov] But will the March increase in apart- 
ment rent be the last one? 


{Matrosov] The plans call for a second one in June. In 
accordance with the decree, the maximum payment for a 
square meter of housing space during the second half of 
the year will be 117 rubles. And subsequently there will 
be new price increases, These will be aimed at softening 
the impact of the raised prices. At least in the beginning, 
the payment for rent will not be 10 percent of a family's 
budget but rather less. Obviousl, , there will also be other 
corrections. But on the whole, I am confident that the 
document will be adopted. As the saying goes, there is no 
retreating. 


And here is the opinion of the prefect of the capital's 
central district, Aleksandr Muzykantskiy. 


“Aleksandr Ilich, apartments in Moscow are planned 
and arranged according to several categories depending 
upon the degree of conveniences. Thus the costs for 
operational expenses must vary. Is this not so?” 


[Matrosov] This goes without saying. They are higher in 
prestigious apartment buildings: here there is more 
space, hallways and, it follows, greater heating expenses. 


[Kozlov/Naumov] Is there no fear that growth in apart- 
ment rent will bring about an increase in the number of 
those who fall behind in their payments? 


[Matrosov] Today the obligations for apartment rent 
amount to a miserly figure and it is much more expen- 
sive to have a system for monitoring those who fall 
behind in their payments. Moreover, there are justifiable 
methods for guarding against such individuals. There is 
no problem here. 


In accordance with existing practice, we are aware that 
regardless of the level at which decrees are adopted, they 
almost always suffer from one shortcoming: the social 
protection for people that is specified in them is constantly 
being violated. By way of justifying this fact, governmental 
representatives complain that a “good” decree is unable to 
create an effective mechanism for implementation. Will 
this not also be the case for the above-mentioned docu- 
ment of the Moscow government? 
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Magnitogorsk Metallurgical Plant Modernization 
Planned 


944E0521A Moscow KOMMERSANT-DAILY 
in Russian 12 Feb 94 p7 


Article by Yana Mirontseva: “Modernization of the 
Magnitogorsk Combine; Magnitka Should Be Trans- 
formed Into a Modern Plant’’} 


[Text] The biggest Russian metallurgical enterprise—the 
Magnitogorsk metallurgical combine—is conducting a 
comprehensive program of modernization and reconstruc- 
tion. A mental of managers of ministries 
that visited Magnitogorsk has returned to Moscow. The 
objective of their trip was to prepare a presidential draft 
edict concerning the completion ef the modernization of 
the Magnitogorsk metallurgical combine. The sum of 
necessary investments for Magnitka’s transformation into 
a modern world-standard plant is estimated to be 1.03 
trillion rubles.[R] 


The Magnitogorsk metallurgical combine is one of the 
largest plants in Russia. Its maximum annual volume of 
steel smelting has totaled 16 million tonnes—this record 
was achieved in 1989. A large-scale program to modernize 
the combine was started in 1985. This program was 
supposed to be financed by the state, and it was only 
partially implemented because of a shortage of budgetary 
resources. Only the first object of modernization—the 
oxygen-converter shop—was built—it was put into opera- 
tion in 1991. 


The next object in the comprehensive program of mod- 
ernization of Magnitka was the hot-rolling “mill 2000,” 
whose start-up is planned for the first to second quarter 
of this year. The mill has its own interesting history: At 
first, it was sold to Poland, and, subsequently, the Poles 
changed their mind, and “mill 2000” returned to Russia. 
All of these operations were conducted under the aegis of 
interstate agreements. Magnitka had to assemble it, 
which is also a rather expensive measure. 


The third measure of the modernization program is the 
start-up of the largest cold-rolling mill of “‘mill 2000”— 
one of the main measures of the federal program for the 
development of metallurgy. Up until now, similar mills 
existed only in three Russian metallurgical plants—in 
Cherepovets, Volgograd, and Lipetsk. Of course, they 
represent much older modifications. The Magnitogorsk 
metallurgical combine has concluded a contract with the 
German firm Schleman-Siman for a total sum of $590 
million. The general contractor for this project will be 
the Magnitostroy trust. The Rosmontazhspetsstroy orga- 
nization will participate in the assembly work, and the 
Uralmash organization—one of the contenders for 
implementing the entire project—-will take part in the 
production of equipment. 


The introduction of all three objects will transform 
Magnitka into a modern metallurgical plant that con- 
forms to Western standards. It is expected that this will 
take four years and that the volume of necessary 
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financing will be R1.03 trillion. Naturally, without state 
support that is manifested in both favorable investment 
credits and in exemption from customs duties for this 
period, the combine will not be able to implement its 
plans, Although, as was declared by Mr. Sarychev, the 
technical director of the combine, in order to attract 
resources for the modernization with the help of issues, it 
is possible that a scheme will be employed for a separate 
corversion of the new piant to a joint-stock company, 
conditionally called Steel-2. 


Gold Production May Drop in 1994 


944E0545A Moscow MOSCOW NEWS in English 
No 7, 18-24 Feb 94 p 9 


[Article by Vladislav Fridman: “Russian Mines Pre- 
pared To Reduce Gold Production”; first paragraph is 
introduction] 


[Text] If the situation develops unfavorably, gold output 
may, according to the estimates of miners themselves, 
Oe a ED a aD TEE SD 
1993. 


The situation will be unfavorable if cooperatives of gold 
miners do not receive traditional interest-free advances 
in preparation for a new season. 


The fact is that a large share of gold in Russia—up to 
60-65 percent of the total—is obtained in the third 
quarter, and the first half of the year is spent on 
preparation for the season, i.e., the provision of equip- 
ment, fuel and food, the stripping of deposits and the 
mining of ore and underground sands, which requires 
money that was formerly paid to gold miners in the form 
of interest-free advances. Now the state proposes to 
advance these funds, which amount to half of the cost of 
gold mined in Russia—more than 600 billion rubles—at 
an annual interest of 120 percent. 


This variant, however, will, in the opinion of Viktor 
Tarakanovsky, head of the Council of the Union of Gold 
Miners’ Cooperatives, make gold mining profitless even 
if the price of gold increases. Miners themselves predict 
that the price of one gram of gold may rise from the 
present 17,400 rubles to 41,000-42,000 rubles by the end 
of the year. 


The price of gold in Russia is fixed every month on the 
basis of world prices recalculated into rubles at the 
Central Bank’s current exchange rate. 


Gold miners take advances for eight months, till the end 
of the third quarter, and are thus obliged to repay by this 
time the 300 billion rubles of advance and almost as 
much interest. Taken together this will amount to about 
21 percent of the cost of the gold mined by them. Taking 
into account 30 percent of expenses and the total taxes 
levied at 55 percent, the expenditure on gold mining will 
exceed its cost. 
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In order to resolve the problem gold miners propose to 
return to interest-free advances pointing out that it is in 
fact not a credit but a prepayment for the precious metal. 
The Union of Gold Miners’ Cooperatives guarantees 
that advances will be issued only to enterprises which 
really mine gold. These guarantees are all the more 
necessary since, according to some estimates, during the 
last two years advances for mining of about six tonnes of 
gold were given to organizations which did not intend to 
mine it. During the year they “turned over” the money 
as they saw fit, then apologized for the absence of gold 
and returned the advance, pocketing, uaturally, all the 
profit from it. 


Now the state, unwilling to issue free credits right and 
left, rejects altogether the system of interest-free 
advances. In the second half of January Premier Viktor 
Chernomyrdin instructed the Ministry of Finance to 
work out a new mechanism of financing gold production. 
The time limit of the instruction ended on February |, 
and it was officially proposed to miners to borrow 
advances at 120 percent annual interest. At the same 
time it was hinted to slow-witted miners that anyone in 
their position would elementarily take advantage on the 
difference of this rate and that of commercial banks 
which is now at least 100-120 percent higher. 


But Viktor Tarakanovsky believes that miners would not 
be able, even if they wanted to, to “turn over” the money 
received since the preparation for the season should 
begin practically immediately. It should be pointed out 
that, should miners have agreed to such terms at the end 
of the last year when the time of the issue of advances 
came, they might possibly have greater freedom of 
manoeuvre now. It should be taken into account, how- 
ever, that during the preparation for the season the world 
price of gold offers nc advantages since miners are forced 
to buy many materials at prices much higher than world 
ones; in particular, the price of fuel for them in some 
regions reaches 800,000 rubles a tonne, which is almost 
four times above the world level. 


Gold miners’ cooperatives pinned some hopes on the 
president’s December decree on the liberalization of the 
gold market, which provided for the setting up of a “gold 
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exchange” and the granting to some commercial banks of 
the right to conduct operations with gold. In this case 
gold-mining enterprises could agree with a concrete bank 
on mutually advantageous terms of cooperation. But the 
numerous delays in the implementation of the decree, of 
which not only miners complain, suggest the conclusion 
that the actual issue of licences to banks and operations 
at the gold exchange cannot start for several more 
months. 


Nor will miners be able to benefit by the growth in the 
domestic price of gold when it will be determined at the 
exchange. Although the domesiic price may prove con- 
siderably higher, according to some estimates—-by 1.2- 
1.3 times—than the world price (since the demand for 
gold as a means of preserving capital w''! probably be 
very high) any organization interested in obtaining gold 
can, if it makes proper efforts, buy it abroad. 


Several major state gold-mining associations, first of all 
the Yakut and Magadan ones (which account for about 
half of all mined gold), already demand that the price of 
gold should be raised to 60,000 rubles a gram. In these 
conditions the exchange price of gold will be altogether 
unpredictaole, especially at the beginning. 


The Union of Gold Miners’ Cooperatives does not 
consider such conditions acceptable but, since it is not a 
rigid structure, cooperatives themselves and their asso- 
ciations in regions may in some cases agree to such 
conditions (they will most probably be joined by state 
enterprises), especially since some cooperative leaders 
stated already at the end of last year their intention to 
maintain the volume of output even if the state takes the 
most rigid position in relation to them. 


But the problem of credits remains all the same, since 
they can be taken, if gold miners refuse to do so, by other 
commercial structures which are least of all concerned 
about the mining of gold. Perhaps the only thing left to 
count on is a repetition of late 1992 and the beginning of 
1993 when practically everyone also spoke about unbear- 
able conditions and the inevitable reduction of gold 
mining in 1993 as a result gold production remained at 
the 1992 level, just exceeding 140 tonnes. 
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International Reserves of the Russian Federation in 1993 

1/1/93 4/1/93 7/1/93 10/1/93 1/1/94 (estimate) 

Foreign currency assets of the Central Bank (million dollars) 787.9 1273.9 2358.3 4647.3 4556.1 
Gold reserves of the Central Bank (tonnes) 92.2 92.2 83.0 83.0 128.0 
Foreign currency reserves of the Finance Ministry of the 1,166 1,523.6 2,037.9 1,540 197.0 
Russian Federation (million dollars) 
Gold reserves of the Finance Ministry (tonns) 151.3 184.2 188 0 189.8 177.8 
Debt of the Finance Ministry (million dollars) 988.6 1,005.0 1,004. | 2,519.0 2,500.0 
Debt of the Vneshekonombank (million dollars) 528 154 83.: 58.0 64.7 
Net international reserves of the Russian Federation: 
—million dollars 2786.5 4305.7 $923.1 6242.9 4876.6 
—billion rubles 1156.4 2945.1 6278.5 7297.9 6050.4 























“Russian Finances in 1993," Finance Ministry of the Russian Federation, Moscow, January 1994 





Novosibirsk Authorities To Increase Gold 
Extraction Level 


944E0522A Moscow KOMMERSANT-DAILY 
in Russian 12 Feb 94 p 7 


[Article by Artem Kudinov: “Novosibirsk Oblast 
Intends To Increase Gold Extraction”’] 


[Text] The Novosibirsk Geological Committee yesterday 
announced plans for the conduct of a number of competi- 
tions for the exploitation of alluvial (in river sediment) 
gold deposits located in the oblast. The oblast adminis- 
tration decided to take this step in connection with a sharp 
decrease in the extraction of gold. 


As Oleg Ivanov, chairman of the territorial Committee 
on Geology and Utilization of the Mineral Resources of 
Novosibirsk and Omsk Oblasts (Novosibgeolkom), 
stated in an exclusive interview for KOMMERSANT- 
DAILY, several areas of gold deposits exist in the 
territory of Maslyaninskiy Rayon, Novosibirsk Oblast. 
The gold is contained in river sediment (alluvial depos- 
its). According to Novosibgeolkom data, extraction vol- 
umes of the high-purity gold (950-990 pure) in 1993 
amounted to 84 kilograms—less than the 1990 volume 
by a factor of 2.2. In Ivanov’s opinion, the drop in gold 
extraction can be explained through insufficient funds of 
gold prospecting cooperatives and the poor organization 
of their work. 


Mr. Ivanov did not rule out the possibility of an auction 
being conducted for the right of exploitation of the 
alluvial gold deposit areas, as envisaged by the Law on 
Mineral Resources. In such event, Novosibirsk Oblast 
would be one of the first in Russia to test the auction 
scenario although, as the Novosibgeolkom chairman 
emphasized, this alternative “has a number of signifi- 
cant deficiencies.” In his opinion, conduct of an auction 
does not preclude the possibility that licenses will be 
acquired at random by private individuals uninterested 
in extracting gold and only capable of acting as interme- 
diaries. In Mr. Ivanov’s words, particular features of the 


Novosibirsk gold deposits make them suitable for devel- 
opment by small enterprises and gold prospecting coop- 
eratives, insofar as the extraction of gold at them does 
not require significant financial investments. 


The main yarticipants in the competitions and auctions 
will most likely be five or six prospecting cooperatives 
and enterprises of Novosibirsk Oblast. Mr. Ivanov stated 
that enterprises of Novosibirsk Oblast exclusively will be 
permitted to participate in the competitions, and that 
the list of gold deposit areas designated for tender 
(auction) would be published in the mass media fol- 
lowing coordination with the Novosibirsk Oblast 
Administration. 


‘Tokur-Zoloto’ Company To Increase Gold 
Production 


944E0558A Moscow MOSCOW NEWS in English 
No 8, 25 Feb-3 Mar 94 p 9 


[Article by Vadim Fridman: “*Tokur-Zoloto’ Expects To 
Increase Gold Production” } 


[Text] In late January, the Russian “Tokur-Zoloto” 
company, one of the new private gold-mining concerns, 
bought for 150 million rubles the rights to a total of four 
deposits—3 gold and one ore—in the Amur region. 


Experts estimate their total reserves at several dozen 
tonnes. Thus, the company already owns 7 deposits in 
the region, regarded as one of the most promising in 
gold. The prospected reserves of 4 deposits, obtained 
earlier, amount to 300 tonnes, and the Tokur ore deposit 
amounts to over 250 tonnes. 


In order to develop these deposits the company, set up in 
1992 as a closed joint-stock company, started to issue its 
stocks, worth 7.7 billion rubles, in September 1993. 
Today the stocks of ““Tokur-Zoloto” are sold at a price 
approximately five times higher than their nominal 
value of 1,000 rubles. However, even under such condi- 
tions there will hardly be enough capital generated from 
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the conversion into a joint-stock company, for fulll-scale 
development of a 250-260 tonne deposit—half as much 
is required for this. 


In this case any company has two opportunities: either to 
find a major investor, most likely foreign, who will agree 
to participate in the project. Or engage in other opera- 
tions which would enable it to obtain considerable 
financial resources in a short period of time. 


“Tokur-Zoloto” is pursuing both alternatives. On the 
one hand, talks are being conducted with Western 
mining companies on their participation in mining 
Tokur gold; on the other, “Tokur-Zoloto” can mine gold 
from its rather big tracer deposits. The tracer deposits 
call for less expenses (compared with ore deposits) and 
pay for themselves more quickly, the more so as the 
company disposes of unnecessary equipment in the 
Amur region. Last year “Tokur-Zoloto” inined about 
500 kg of metal, which is not much for such a company, 
but in 1994 it expects to increase gold production, 
bringing it up to several tonnes. 


It is also quite possible to further increase the authorized 
capital and, consequently, new emission of stocks. 


In trying to make its securities more attractive, “Tokur- 
Zoloto” is preparing to hold a lottery in April-May 1994 
among its share-holders, at which gold nuggets will be 
drawn. This will be the second lottery; the results of the 
first were revealed in Je..uary. Three winners—a student 
of the Moscow Institute of Physical Engineering, the 
Moscow branch of “Metkombank,” and the head of a 
construction firm from Samara—won nuggets weighing 
201, 147 and 99 grams respectively The presentation 
tock place in late January at the Russian Army Theatre 
during the premiere of Peter Stein’s “Orestea,” which 
“Tokur-Zoloto” assisted in preparing. 


It must be pointed out thai this was the first ever transfer 
of gold nuggets to citizens in Russia. 


The mounting confidence in the company may also be 
facilitated by the policy of “Tokur-Zoloto” on the 
domestic gold market, now taking shape. 


Since the time it was founded, the company has been 
linked with a number of Russian banks, having substan- 
tial shares of the authorized capital in two of them and, 
in addition, cooperating with several leading banks 
which may count on being granted the right of con- 
ducting operations in gold. 


Such a right will also spread to security operations with 
metal (at present the government is preparing a resolu- 
tion on this issue) which will enable ‘““Tokur-Zoloto” to 
draw additional means on the security of gold at its 


disposal. 
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Port Development, Activities Highlighted 


944E0514A Moscow MORSKOY FLOT in Russian 
No 11/12, Nov-Dec 93 pp 8-13 


[Article by M. Gnatkov, candidate in Technical Sciences 
(Soyuzmorniiproyekt): “The Development of USSR 
Seaports in 1981-1990") 


[Text] It is no secret that a serious situation has formed 
in Russian ports today—they are choking, failing to cope 
with the influx of cargo, particularly foreign trade cargo, 
which is processed only at 11 harbors. At the same time, 
the related enterprises of the former USSR republics are 
experiencing a shortage of freight flow, since the Russian 
commodity producers, because of the customs barriers 
and the high fees for transit through the territory of the 
Baltic countries and Ukraine, do not want to have 
anything to do with them, and are trying to ship or 
import the necessary products exclusively through Rus- 
sian ports. In order to evaluate our overall losses, it will 
be of interest to become familiar with the development 
of the seaports of the former Soviet Union in the decade 
preceding the country’s breakup. 


The national economy’s growing need for marine cargo 
transport in 1981-1990 foreordained an increase in the 
throughput capacities of the seaports, both through 
building new ports and rebuilding and re-equippii.g the 
existing ones. In this case, some berths were adapted for 
intensive processing of large ships of new types. 


Transshipment of dry cargo was mainly provided by 35 
seaports, particularly the ports of Arkhangelsk, Mur- 
mansk, Leningrad, Riga, Klaypeda, Novotallinn, 
Odessa, Ilichevsk, Yuzhnyy, Mariupol, Nikolayev, 
Novorossiysk, Izmai!, Reni, Vladivostok, Nakhodka, 
Vostochnyy, Vanino, Kholm, Baku and Krasnovodsk. 
The length of the mooring front for dry cargo transship- 
ping was increased by 15.5 percent, and the throughput 
capacity—by 27.7 percent. A large amount of the bulk 
cargo was processed at eight ports, mainly at Ventspils, 
Novorossiysk, Odessa, Tuapse, Aktau and Nakhodka. 
The throughput capacities of their oil regions fully pro- 
vided the existing cargo turnover with oil products, 
although the berth structures of the Port of Odessa’s oil 
harbor needed rebuilding to take tankers with a dead- 
weight of 50,000-60,000 tonnes, and the approach 
channel of the Port of Ventspils had to be deepened for 
the passage of tankers and combined ships with a dead- 
weight of about 100,000 tonnes. 


The throughput capacity of the bulk cargo berths was 
increased by 45 percent, with only a 14 percent increase 
in the number of berths. 


In addition, they succeeded in partially eliminating the 
disproportion between the sizes of the ships and the 
depths in the ports. For example, the number of berths 
with a depth of 9.75-11.5 m attained 25 percent of the 
total number, but those with depths of over 11.5 m— 
only a little over 6 percent, which was clearly inadequate. 
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A large number of the berths (44 pervent) have depths up 
to 8.25 m, and several of them need rebuilding. 


Transshipping complexes were developed both through 
creating new ones and rebuilding and re-equipping the 
existing material-technical base of the ports. As a result, 
the throughput capacity of commercial seaports rose by 
15-16 million tonnes. The main direction in improving 
their activity was intensification of the loading- 
unloading operations, through improving the technology 
and organization of complete service of the fleet in the 
ports. 


Despite the widescale distribution of container transport 
of crated and piece goods, a tremendous products list of 
general cargo remains which is not subject to container- 
ization. To increase the volume of its transshipment, 
methods of packaging, he use of roll-trailers and com- 
plexes with a computer-controlled system of belt con- 
veyors and many others have been developed. 


Along with modernizing the transshipping units at sea- 
ports, it is very important, for increased efficiency of 
fleet operation, to improve its service—supplying 
bunker fuel, water, foodstuffs, etc.—for maximum 
reduction of ship idle times, above and beyond the cargo 
operations. 


Specializing the maritime transport fleet according to the 
nature of cargo being transported and type of transport 
packaging, combined with increasing the intensiveness 
of loading-unloading operations, has made possible a 
considerable increase in the cargo capacity of the ships 
and, as a result, a rise in their economic efficiency. 


The increased size of ships designed primarily to trans- 
port mass cargoes has required further intensification of 
loading-unloading work, based on setting up specialized 
complexes, equipped with a system of conveyor lines, 
railcar-tippers or other means of high-speed processing 
of railcars, powerful gantry cranes, reclaimers, container 
unloaders and other means of mechanizing and auto- 
mating cargo operations. 


The development at seaports of high-productivity spe- 
cialized units to transship mass cargoes and of deep- 
water berths, and the formation of the corresponding 
operational harbors and approach channels, cannot be 
effective unless these cargo flows are concentrated in a 
small number of ports. It is for this purpose that ports 
such as Yuzhnyy and Novotallinn, which now find 
themselves outside Russia’s borders, were built. 


By the beginning of 1991, the fixed production capital of 
the seaports was estimated at 5,932 million rubles [R]. 
Here, the largest relative share belonged to the ports of the 
Black Sea-Azov and Danube basins—39.4 percent. The 
share of the Far Eastern basin was 28.8 percent, of the 
Baltic—21.9 percent, the Northern—7.3 percent and the 
Caspian basin—2.6 percent. The distribution of the ports’ 
fixed capital among the republics looked like this: for the 
Russian ports of the Black Sea-Azov basin—R388 million 
(16.6 percent), the Ukrainian ports—R1,819 million (78 
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percent), the Georgian ports—R127 million (5:4 percent), 
the Russian ports on the Baltic basin—R454 million (35 
percent), and the remaining R675 million (65 percent)— 
the ports of Lithuania (11 percent), Latvia (22.5 percent) 
and Estonia (31.5 percent). 


Specialized Complexes To Transship Bulk Cargo 


The Port of Murmansk exports apatite concentrate and 
iron ore. The specialized complex to transship apatite 
concentrate can take ships with a deadweight up to 
40,000 tonnes and its loading productivity is 2,400 t/hr. 


The industrial complex for the transshipment of apatite 
concentrate includes a railroad unloading gallery, an 
apatite concentrate warehouse, a shore-based loading 
gallery, loading machines, a system of conveyor belts and 
transfer stations and a central control post. 


The apatite concentrate is transported from the Apatity 
Station to the Port of Murmansk in special cars with an 
elevated body. A consist of 87 cars, with a total freight 
capacity of about 5,000 tonnes, is fed to the railroad 
tracks of the complex and then nine cars at a time go to 
a double-track gallery, where unloading is done as they 
move along it. Two hoppers with a capacity of 540 
tonnes each are placed under the railroad tracks in the 
gallery. From here the freight goes by belt-conveyor 
feeder to the main belt conveyors and then, depending 
on the work variant, to the ship or to the warehouse. 


The apatite concentrate warehouse, made in the form of 
a longitudinal reinforced concrete hopper with two lower 
longitudinal outlet slots and a roof on top, accommo- 
dates 25,000 tonnes of concentrate. 


The iron ore berth at the Murmansk seaport can take 
ships with a deadweight of up to 50,000 tonnes. The 
technical productivity of the gantry cranes is 2,800 t/hr. 


The Kandalaksha seaport specializes in transshipping 
iron ore which arrives at the port by rail from the 
deposits of the Kolskiy Peninsula, for further transport 
by river ships to the Cherepovetsk Metallurgy Combine. 
The special loading unit includes a system of belt con- 
veyors, a railcar-tipper and loading machines at the 
berths and warehouse. The river ship loading rate 
reaches 3,000 t/hr. 7 


The Ventspils seaport transships potassium salt to sea- 
going ships by means of a specialized transshipping 
complex constructed at the rebuilt deep-water berth. 
This complex has two loading machines at the berth, 
with a total productivity of 3,00U t/hr, a pyramid-type 
storage warehouse and a system of conveyor lines in 
enclosed galleries, and can take and process ships with a 
deadweight of up to 50,000 tonnes. Its throughput 
capacity is estimated at a level of 2.5-3.0 million tonnes 
a year. 
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The first section of the Port of Novotallinn. which 
includes complexes to transship grain and perishable 
wheat products, was put into operation on the Baltic 
basin in 1989. 


The grain complex is made up of a deep-water pier with 
two berths, which can take ships with a deadweight of up 
to 100,000 tonnes, is equipped with conveyor lines to 
feed the grain into a 300,000-tonne capacity elevator 
located on the shore, and has one berth (quay) to take 
bulk freighters with a deadweight of up to 50,000 tonnes, 
at which grain can be both loaded and unloaded. The 
total throughput capacity of the grain complex is esti- 
mated on a level of 5-6 million tonnes a year. 


The Odessa seaport has a specialized berth to take ships 
with raw sugar transported in bulk. The berth is 
equipped with gantry cranes and conveyor lines in 
galleries to feed the sugar to the onst.oie warehouse. The 
technical productivity for unloading sugar is 450 t/hr. 


Modernization measures were carried out in 1985, 
making it possible to increase the raw sug.rc unloading 
productivity. 


Grain-carrying ships are unloaded at the Port of Odessa 
at a specialized berth, equipped with conveyor lines, 
cranes and pneumatic grain loaders. The pier was 
extended by 90 m, with the necessary increase in depth 
at the berth, to take large grain-carrying ships with a 
deadweight of up to 50,000 tonnes. 


The Nikolayev seaport has a special unit to load ore onto 
seagoing ships, traveling to the ports of the Ukrainian 
Danube Shipping Company—Izmail and Keni, where 
the ore is transshipped to river barges for delivery to 
countries on the Danube. 


T 1e special transshipping complex includes a car-tipper 
to unload the iron ore arriving by rail, a system of 
conveyor lines to feed the ore to the warehouse or to the 
berth, and also loading machines with a technical pro- 
ductivity reaching 3,000 t/hr. 


The Port of Yuzhnyy. Construction of the port was begun 
on the Adzharlykskiy estuary in 1974. Two berths were 
built on its western shore for dry chemical cargo— 
carbamide, shipped for export (in bulk or in sacks) by 
means of special units. These berths can take large ships 
with a deadweight of up to 50,000 tonnes. Loading in 
bulk is done at a rate of 500 t/hr, and in sacks—300 t/hr. 
A Korgoveyer type loading machine was placed at the 
berth to load carbamide in sacks. Berths were also built 
for transshipment of liquefied ammonia and superphos- 
phoric acid, as well as for methanol and nitrilic acid. 


A transshipping complex with a total berth front of 650 
m was erected on the eastern shore of the estuary for 
transshipment of bulk cargoes, mainly ore and coal, and 
it can take three ships with a deadweight of up to 50,000 
tonnes at the same time. There is a possibility that two 
ships with a deadweight of 100,000 tonnes each can be 
accepted after the harbor area has been deepened. 
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At the cordon and in the rear there are gantry cranes with 
a large hoisting capacity, the Atlant type—20/32 tonnes, 
and the Sokol type—16/32 tonnes, depending on the 
radius of the boom. Railcars with bulk freight arriving at 
the port are unloaded by means of car-tippers, and then 
it proceeds along the conveyor belt system at the rear or 
cordon-side warehouse areas for transfer to the ship by 
means of grab-bucket cranes. The throughput capacity of 
this complex is estimated at 5-6 million tonnes a year. 


In addition, two transshipping complexes were built here 
to take phosphorites off ships with a deadweight of up to 
50,000 tonnes, and then ship them by rail. Each of these 
complexes includes a berth, two transfer machines with a 
productivity of 1,200 t/hr and a warehouse with con- 
veyor systems. Their total throughput capacity is esti- 
mated at 4 million tonnes a year. 


The Novorossiysk seaport transships the following bulk 
cargoes: grain and raw sugar for import and cement for 
export. The grain is processed at an elevator complex, 
which, since its rebuilding, can take ships with a dead- 
weight of up to 50,000 tonnes or 100,000 tonnes after 
they are unloaded in the roads to 60,000 tonnes. The 
gross rate of unloading ships with a deadweight of 30,000 
tonnes is 16,200 t/ship-day. 


The port has a special unit with a productivity of 450 t/hr 
to unload raw-sugar from ships. 


One of the berths of the cement area loads bulk cement 
onto ships with a deadweight of up to 50,000 tonnes. 


The Mariupol seaport specializes in transshipping coal 
arriving from the mines of the Donetsk basin to be 
shipped both for export (primarily to the countries along 
the Danube) and for coastal trading. The coal complex is 
equipped with a special unit, consisting of a railcar- 
tipper, a system of conveyor lines and two loading 
machines installed at one berth, which load coal with a 
technical productivity of about 2,200 t/hr. At other 
berths of the coal complex, the coal is loaded by grab- 
bucket gantry cranes. The port takes ships with a draft of 
8.0-8.5 m. 


The Poti seaport ships about 2 million tonnes of manga- 
nese ore a year, both for coastal trading and for export. 
Its berths can take ships with a deadweight up to 30,000 
tonnes. 


Bulk cargo in large quantities (mainly coal and ore) are 
transshipped at the ports of the Ukrainian Danube 
Shipping Company—Reni and Izmail. These cargoes 
arrive from the ports of Mariupol and Nikolayev in small 
ships (including ships for combined sailing) and in 
winter partly by railroad, and are then transshipped on 
river barges to iravel along the Danube to ports in 
Hungary, the Czech Republic and Slovakia. The coal and 
ore are loaded by gantry cranes. 
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The in the Far Eastern basin has special c »mp!exes to 
load coal onto seagoing ships with a deadweight of up to 
100,000 tonnes and a complex to load industrial wood- 
chips onto ships. 


The first section of the coal complex, put into operation 
in 1980, includes a deep-water pier with two berths, 
where, by means of a system of conveyor lines and two 
loading machines, installed at one pier, ships are loaded 
with a technical productivity of about 6,000 t/hr. After 
the second deep-water coal pier berth is put into opera- 
tion, the throughput capacity of the complex will 
increase to 12 million tonnes a year. 


Construction of a complex to transship potassium salt 
for export, with a throughput capacity of about 2 million 
tonnes a year, has been planned and begun. Large 
bulkers with a deadweight of up to 50,000 tonnes will be 
loaded here. 


Specialized Complexes To Transship Containers and 
Rolling Equipment 


The development of transport of containers and enlarged 
cargo pieces and of various wheeled and caterpillar 
equipment, as well as the increased size of specialized 
container ships and rolkers, has made it necessary to 
develop terminals equipped with various types of con- 
tainer transshippers, and storage areas with the corre- 
sponding dimensions and means of automated loading- 
unloading operation control. These terminals have been 
or are being developed at a number of major ports on all 
our country’s marine basins. 


For example, the Port of Arkhangelsk built a new area, 
Ekonomiya, for transshipment of general cargo with 
larger pieces and special containers of the Norilsk Min- 
ing-Metallurgy Combine, as well as standard 20-foot 
containers. 


Large bulk container ships of the Mikhail Strekalovskiy 
type, and timber-carrier-pallet-carriers of the Nikolay 
Novikov type, the draft of which should not exceed 9.0 
m, will be moored in this area. 


Under reconstruction at the Port of Leningrad, is the 
port’s third area, at which modern deep-water berths 
were built to receive and process large container carriers 
with a capacity of about 1,200 containers, and rolkers of 
the Kapitan Smirnov or Magnitogorsk type, with a 
capacity of about 60,000 m? and a draft of up to 10 m. 
This terminal includes two berths, equipped with con- 
tainer loaders, and a storage area to accommodate con- 
tainers and wheeled equipment. 


Container loaders of the gantry type, installed at the 
berth, will process the ships and deliver the containers to 
the warehouse or to the berth, and truck-mounted con- 
tainer loaders will also carry out warehousing operations. 
The loading-unloading and warehouse operations at the 
terminal will be implemented by an automated control 
system. Its throughput capacity is about 150,000 units of 
containers and motor vehicles a year. 
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The Port of Odessa has rebuilt the Karantinniy mole, in 
the process of which deep-water berths were built to take 
large ships. Berth and rear container loaders have been 
installed there, and the area has been expanded and 
equipped to store the containers. As a result, the mole’s 
throughput capacity is about 1.5 million tonnés of con- 
iainerized cargo a year. 


Two specialized berths are now in operation at the Port 
of Ilichevsk for container transshipment, with a 
throughput capacity of about | million tonnes of con- 
tainerized cargo a year. 


A special new berth to transship motor vehicle equip- 
ment was put into operation here in 1980. 


The Port of Vostochnyy has three container berths. 
Another such deepwater berth is now being built. All 
four berths, each 300 m long, are designed to take (after 
dredging) container carriers with a 2,500 container 
capacity, but right now can take container carriers with a 
1,200 container capacity and rolkers with a capacity of 
about 1,300 containers. Gantry loaders with a hoisting 
capacity of 30.5 tonnes each, with a rail width of 32 m, 
have been installed at the existing berths. Ten rows of 
containers are accommodated between the supports. The 
warehouses accommodate four rows of container stacks, 
serviced by gantry loaders. The total capacity of the 
warehouse areas at two berths is about 10,000 con- 
tainers. 


Containers are delivered to the port and shipped from it 
by railroad transport. A cargo front, serviced by doutle 
cantilever gantry cranes with a rail width of 25 m, have 
been provided to process the consists. The containers are 
moved by truck-tractor, along the area of the complex 
between the basic commercial facilities, on the port’s 
semi-trailers. The semi-trailer is designed to transport 
containers weighing up to 35 tonnes. The container 
complex is computer-controlied. 


A number of ports, including Vanino, Vladivostok, 
Nakhodka and others, are rebuilding berths to accept 
and process large container carriers. 


Two container berths have been built at the Port of 
Magadan. One of them has a special warehouse to store 
containers, and is equipped with traveling bridges. This 
warehouse makes it possible to carry out cargo opera- 
tions in any weather, which, under the conditions of the 
long and severe winter, is very important. 


Special Berths To Transship Timber Cargoes 


Timber cargoes, mainly for export, are loaded at ports of 
the Northern basin (Arkhangelsk, Igarka), the Baltic 
basin (St. Petersburg, Vyborg, Kaliningrad), the Far 
Eastern basin (Vladivostok, Posyet, Nakhodka, Vanino 
and the port centers of the Amur estuary, as well as the 
port centers of Sakhalin and the Port of Ust- 
Kamchatka). 
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All these ports take small and medium-sized ships with a 
deadweight of up to 7,000 tonnes, and ports such as 
Arkhangelsk, Igarka, Vostochnyy, Nakhodka and 
Vanino—large timber-carrier-pallet-carriers of the 
Nikolay Novikov type, with a deadweight of about 
14,000 tonnes. 


The following data characterize the rate of loading 
timber at the main ports: at the Port of Nakhodka—saw 
logs in palletized form—1,700 t/ship-day, pulpwood 
(unpalietized)—1,230 t/ship day; at the Port of Vostoch- 
nyy— saw logs, palletized—2,060 t/ship-day; at the Port 
of Vyborg—pulpwood (unpalletized)—2,000 t/ship-day. 


Cc To T hip Bulk C and 
ee Eee Se Cap argoes 


The throughput capacities of the bulk oil complexes at 
seaports fully ‘nsures the development of today’s cargo 
turnover, with the exception of the oil-transshipment 
complex of the Port of Odessa, which needs to rebuild 
the berth structures, replace the pumping stations with 
more powerful equipment and deepen the access 
channel. 


The largest bulk oil complex at the Port of Novorossiysk, 
Sheskharis, has deep-water berths, including one berth to 
accept and unload supertankers with a deadweight up to 
200,000 tonnes. This berth can load the largest tankers of 
the Novorossiysk Shipping Company, of the Krym type, 
with a deadweight of 150,000 tonnes (draft 17 m), and 
combination ships (bulk tankers) with a deadweight of 
100,000-110,000 tonnes (draft 15-17 m). The pumping 
system of this berth is designed to perform the loading of 
crude oil tankers with a productivity of about 20,000 
hr. 


The Tuapse seaport has six bulk berths, five of which can 
take tankers with a deadweight of from 10,000 to 40,000 
tonnes for loading, and one—tankers with a deadweight 
of up to 50,000 tonnes. 


The oil-transshipping complex of the Batumi seaport is 
designed to take tankers with a deadweight up to 30,000 
tonnes, and transships about 5 million tonnes of petro- 
leum and petroleum products a year. 


The oil-transshipping complex of the Port of Ventspils 
includes three bulk-oil piers (two berths at each one of 
them), which can take tankers of varying cargo capacity 
(two piers—with a deadweight of up to 50,000 tonnes 
and a third pier—up to 100,000 tonnes). Liquefied 
petroleum gas is also shipped for export through this 
complex. 


The Klaypeda seaport has three bulk berths, through 
which petroleum products are shipped on small and 
medium-sized tankers with a deadweight of up to 25.000 
tonnes, and the cargo turnover is about 6 million tonnes 
a year. 


The oil-transshipping complex of the Port of Nakhodka 
has four berths, two of which are for small ships and two 
for ships with a deadweight of 15,000 tonnes. 
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On the Caspian Sea, bulk oil cargoes are shipped via the 
ports of Makhachkala, Aktay, Krasnovodsk, Baku and 
Apsheron. 


In addition to the two existing oil berths, the Port of 
Aktay has built two new berths with protecting struc- 
tures, which has made it possible to increase the 
throughput capacity of the oil-transshipping complex 
from 5 million to 10 million tonnes a year. 


According to statistical data, in 1990 the total dry cargo 
export of the Soviet Union republics was 75.7 million 
tonnes, including: Russia—52.1 (69 percent), Ukraine— 
18.6 (24.4 percent), Belarus—1.58 (2.1 percent), Tran- 
scaucasus—1!.59 (2.2 percent) and Kazakhstan—1.2 mil- 
lion tonnes (1.5 percent). 


Of this volume, 34.7 million tonnes (46 percent) were 
shipped through Russian ports, and, moreover, its own 
share was 31.4 (90 percent), the Ukrainian share 2.2 (6.3 
percent), Belarusian—0.3 (1 percent); 29.2 (38.5 percent) 
was shipped through Ukrainian ports, and in this case 
Russia’s share was 12.2 (41.7 percent), Ukraine’s—14.9 
(51.5 percent), Belarusia’s—1.1 (3.9 percent), Transcau- 
casus’—0.4 (1.3 percent) and Kazakhstan’s—0.3 million 
tonnes (1.1 percent). 


Of the total amount of Russian dry cargo export, the 
following commodities were transshipped through 
Ukrainian ports: coal—3.5 million tonnes, chemicals— 
3.4, metals—2.5, machines and equipment—0.44, ore— 
0.35 and other products—1!.6 million tonnes. 


In 1990, about 8 million tonnes of dry cargo from Russia 
were exported through ports of the Baltic republics, 
including coal—2.7, chemicals—2.3, others, including 
metals and cement—about 3 million tonnes. 


Of the total volume of dry cargo import in 1990, Russia 
accounted for 28.9 million tonnes (45.8 percent), and, 
moreover, 13.7 million tonnes were processed through 
its ports, 8.8—through the ports of Ukraine and 6.4 
million tonnes through the ports of the Baltic republics. 
Predominant in the composition of Russian dry cargo 
import arriving through Ukrainian ports were grain— 
3.3 million tonnes, sugar—90.7, metals—1!.6, chemicals— 
0.25, machines and equipment—0.56, combined feeds— 
0.5 and perishable goods—0.24 million tonnes. The 
import of dry cargo for Russia coming through Baltic 
ports consisted mainly of grain—3 million tonnes, per- 
ishables—0.4, combined feeds—0.4 and also metals, 
machinery and equipment—0.5 million tonnes. 


Because of the breakup of the USSR, to export these 
volumes of di, cargoes from Russia, the throughput 
capacities of the Black Sea Ports are lacking—12.2 
million tonnes, the Baltic ports—8, and for import—the 
Black Sea—8.8 and the Baltic—6.2 million tonnes. 
According to the predictions of Soyuzmorniiproyekt, the 
volume of Russian dry cargo import in the next few years 
should increase from 28.9 to 42.5 million tonnes, mainly 
due to grain—11.1, and sugar—3.2 million tonnes. No 
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increase is envisioned in dry cargo export volume. Mea- 
sures must therefore be worked out to develop the 
throughput capacity of Russia’s ports, both in the near 
future and in the future up to the year 2000. 


In 1980, Russia exported 96.2 million tonnes of bulk 
cargo through its seaports, of which 42.5 million were 
transshipped through seaports on the Black Sea— 
Novorossiysk and Tuapse, 21.3 million—the ports of 
Ukraine, and 30 million—the Baltic ports. According to 
predictions, a sharp cutback in the export of petroleum 
and petroleum products is proposed from both Russia 
and other oil-extracting republics. Because of this, there 
is no need to develop oil ports on the Black Sea. On the 
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Baltic, however, the need obviously arises to build a bulk 
port or use the ports of Ventspils and Klaypeda under 
certain conditions. 

Photo Captions 
1, p. 9: Far East. Kholmsk-Vanino Ferry 


2. p. 9: Industrial Woodchip Transshipment Complex at 
the Port of Vostochnyy 


3. p. 12: Container Terminal of Port of St. Petersburg 
4. p. 12: Coal Complex of the Port of Yuzhnyy 
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